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VEHICLE CODE §4760

§4750.
The department shall refuse registration or renewal or transfer of registra-
tion upon any ofthe following grounds:

(a) That the application contains any false or fraudulent statement.

(First of two; operative term contingent) Grounds requiring refusal

(b) That the required fee has not been paid.

(c) That the registration or renewal or transfer of registration is prohibited
by the requirements of Part 5 (commencing with Section 43000) of Division
26 of the Health and Safety Code.

Enacted Stats 1959 ch 3; Amended Stats 1959 ch 1021 § 1; Stats 1st Ex Sess 1960 ch 23 § 3 p 351, Stats
1968 ch 764 8§13.5 p 1482; Stats 1975 ch 957 826. Repealed Stats 1985 ch 245 § 1, operative date
contingent. See note to 2nd version following.
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§4750. (Second of two; operative term contingent) Grounds requiring
refusal - . ‘ ‘ T
The department shaII refuse registration, or renewal or transfer of registra-
tion, upon any of the following grounds: we - -

'

(a) The application contains any false or fraudulent statement.
(b) The required fee has not been paid. :
(c) The registration, or renewal or transfer of registration, is prohibited by
the requirements of Part 5 (commencing with Section 43000) of Division 26
of the Health and Safety Code.

(d) The owner ofa heavy vehicle, which is subject to the heavy vehicle use
tax imposed pursuant to Section 4481 of Title 26 of the United States Code,'
has not presented sufficient evidence, as determined by the department, that
the tax for the vehicle has been paid pursuant to that section.

Added Stau 1985 ch 245 §2.

Note— Stata 1985 ch 245 provides:

SEC 3. Sections 1and 2 of this act shall become operative when the Secretary of the Treasury prescribes

the forms for the proof of payment of the heavy vehicle use tax, pursuant to subsection (d) of Section
141 of Title 23 of the United States Code. Lo R o

§4760. Failure to depositbail for parking offenses

(a) Except as pro'.ided in subdivision (b), the department shall refuse to
renew the registration of any vehicle if the registered owner or lessee has
been mailed a notice of delinquent parking violation relating to standing or
parking, the processing agency has filed or electronically transmitted to the
department an itemization ofunpaid parking penalties, including adm inistra-
tive fees pursuant to Section 40220, and the owneror lessee has not paid the
parking penalty and administrative fee pursuant to Section 40211, unless he
or she pays to the department, at the time of application for renewal, the
full amount of all outstanding parking penalties and administrative fees, as
shown by records of the department. .

(b) The department shall not refuse to renew the reg|strat|on of any vehicle
owned by a renter or lessor if the applicant provides the department with
the abstract or notice of disposition of parking violation issued pursuant to
subdivision (c) for clearing all outstanding parking penalties and adm inistra-
tive fees as shown by the records ofthe department.

(c) The court or designated processing agency shall issue an abstract or
notice of disposition of parking violation to the renter or lessor of a vehicle
issued a notice of delinquent parking violation relating to standing or
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§4760 VEHICLE CODE

parking, if the renter or lessor provides the court or processing agency with
the name, address, and driver's license number of the rentee or lessee at the
time ofoccurrence of the parking violation.

Amended Stats 1986 eh 939 § 8. Amended Stats V89 ch 750 sec 1

Amendments: .

1586 Amendment: (1) Added subdivision designation (a); (2) substituted all that port of subd (a)
following "or lessee has been" for "sent or given a notice of violation relating to standing or parking
pursuant to paragraph (2) of Section 41103 and has not complied with paragraph (2) of Section 41103,
unless he pays to the department, at the time he applies for renewal, the full amount of bail for offenses
relating to standing or parking which he has failed to deposit as required by law, as shown by records of
the department”; and (3) amended subd (b) by substituting (a) "all outstanding parking penalties and
administrative fees" for "bail for offenses relating to standing or parking which have not been deposited
as required by law"; and (b) "parking violation for which the full amount of parking penalties is not
enclosed and the name, address, and driver’s license number of the rentee or lessee” for "offenses relating
to standing or parking for which the full amount of bail is not enclosed".' --1 :
1989 Amendment: (1) Amended subd (a) by (a) deleting ", rentes." after "registered owneT”; (b) adding
“the processing agency has filed of electronically transmitted to the department”; and (c) substituting
"pursuant to Section 40220, and the owner or lessee” for ", has been filed with, or electronically
transmitted to, the department under Section 40220, and that person”; (2) substituted subd (b) for former
subd (b) which read: "(b) The department shall not refiisc to renew the registration of any vehicle owned
by a renter or lessor when the renter or lessor applies for renewal without paying to the department, at
the time of submitting the application for renewal, the full amount of all outstanding parking penalties
and administrative fees as shown by records of the department, if the application for renewal is
accompanied by an affidavit of the applicant in a form acceptable to the department stating that the
vehicle was in the possession of the rentee or lessee rt the time of occurrence of the parking violation for
which the full amount of parking penalties is not enclosed and the name, address, and driver’s license
number of the rentee or lessee.”; and (3) added subd (c). -

§4761. Amountofbailon potential registration card

The department shall include on each potential registration card issued for
use at the time ofrenewal, or on an accompanying document, an itemization
of unpaid parking penalties, including administrative fees, showing the
amount thereof,and the jurisdiction which issued the notice of parking
violation relating thereto, which the registered owner or lessee is required to
pay pursuant to Section 4760.

Amended Stats 1986 ch 939 §9. .
Amendments: - L
1986 Amendment: (1) Substituted "unpaid parking penalties, including administrative fees” for “undepo-

sited bail”; and (2) added "parking” after "notice or’. -

§4762. Remitting bail collected

The department shall remit all parking penalties and administrative fees
collected, after deducting the administrative fee authorized by Section .4763,
for each notice of delinquent parking violation for which parking penalties
and administrative fees have been collected pursuant to Section 4760, to
gach jurisdiction in the amounts due to each jurisdiction according to its
unadjudicated notices of delinquent parking violation. W ithin 45 days from
the time penalties are recorded by the department, the department shall
inform each jurisdiction which of its notices of delinquent parking violation
have bheen discharged.

Amended Stats 1985 ch 1008 § 1, ch 1289 § I; Stats 1986 ch 939 § 10.

Amendments:

1985 Amendment: (1) Added the comma after "Section 4763"; and (2) divided the section into the
present first and second sentences by substituting “. Within 45 days fiom the time bail is recorded by the
department, the department” for “, and”. (As amended by Stats 1985, ch 1289, compared to the section
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§40502 VEHICLE CODE

within a period of not more than 10 daya after the arrest, the notice to
appear ohall contain, in addition to the above, a statement notifying the
person arrested that the person may appear before such a night session of
the court. '

Amended SUU 1980 ch 1299 { 3; SUU 1984 ch 400 ft 1

Amendments: s

1980 Amendment: Added the second paragraph. L
1984 Amendment: In addition to making technical changes, (1) substituted "any of the following" for
"dther” In the introductory clause; and C2) amended subd (b) by (a) deleting "or before a magistrate in
the judicial district in which the offense is alleged to have been committed” at the end of the tint

sentence; and (b) adding the second sentence. . ]

Cal Jur 3d (Rev) Courts 88'36,135, Criminal Law 8§ 1677. .

~ L

VLT

In a traffic prosecution for a violation of Veh.
Code, {22406, subd. (a), in which defendant was
driving a semitruck within the territory of a judi-
cial district outside the county teat when he was
stopped by a California Highway Patrol of *r for
driving in excess of 55 miles an hour, in
which defendant, pursuant to Veh. Code, { 40502,
subd. (b), requested trial at the county seat, the
trial court did not err in denying defendant’s
motion to dismiss the case for lack of jurisdiction,
although the trial was brought in a branch court
of the municipal court for the city which com-
prised the county seat rather than in the central
branch of the municipal court, since the entire
municipal court regardless of where it was sitting
within such city’s judicial district, was the court

§40504. Delivery of notice
Cal Jur 3d (Rev) Criminal Law § 1677.

A police officer who has stopped a motorist for ¢
a traffic violation for which the offender cannot be
taken into custody, and has already detained him
for the period necessary to perform his functions
arising from the violation, cannot thereafter law-
fully detain the offender for an additional period
of time solely for the ‘purpose of conducting a
warrant check. Veh C 840504 subd (a), plainly
and unequivocally provides- that when a traffic
offender gives his written promise to. appear by
signing two copies of the citation, the arresting
officer shall "forthwith" release the person arrested
from custody, and that rule is equally applicable
when the officer has completed his investigation of
the incident and gives a warning rather than a
citation. The statute, moreover, implements consti-
tutional doctrine. Just as a search which is reason-
able at its inception may violate U.S. Const,

§40508. Violation of promise to appear

(@) Any person willfully violating his

law fully granted continuance of his or her promise to appear in
receive

before a person authorized to
misdemeanor regardless of the dispos
she was originally arrested.

(b) Any person willfully failing to
violation ofany provision of this code
138

servicing the county seat. Although defendant,
having been cited for a traffic violation in a
judicial district outside the county seat T'as enti-
tled, upon his request, to be tried at the county
scat, trial at any such branch court tatisfled
840502, subd. (b), considering Cal. Const., art.
VI, 85, subd. (a), providing that a city.may not be
divided into more than one municipal court dis-
trict, since each of the municipal court branches
must therefore be treated as integral parts of a
single municipal district court. In any event, de-
fendant's appropriate remedy, were his contention
correct, was transfer of the case to'the proper
‘.court, not dismissal. People v Beltran (1981, 2d
Dist) 124 Cal App 3d 33 5. 177 Cal Rptr 262.

Fourth Amend., by virtue of its intolerable inten-
sity and scope, so may an investigatory detention
exceed constitutional bounds when extended be-
yond what is reasonably necessary under the cir-
cumstances which made its initiation permissible.
Thus, a police officer's detention of a motorist
Stopped for driving the wrong way on a one-way
street, for an additional period of approximately
10 minutes after completion of his duties with
respect to the violation, for the purpose of seeking
out unrelated arrest warrants in the name of the
motorist or his passenger was not reasonably nec-
essary to the initial det ention process, and hence
exceeded constitutional limitatiens. (Per Mosk,
Clark, and Manuel, JJ.) People v McGaughran
- (1979) 25 C3d 577, 159 Cal Rptr 191. 601 P2d
207.

‘.
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VEHICLE CODE
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VEHICLE CODE $40509

to this code within the time authorized by the court and without law ful
excuse having been presented to the court on or before the date the fine ia
due is guilty of a misdemeanor regardless of the full payment of the fine
after such time. vV = - C."W"=
(c) If a person convicted of an infraction fails to-pay a fine or.any
installment thereof within the time authorized by the court, the court may,
except as otherwise provided in this subdivision, impound .the person's
driver's license and order the person not to drive for a period not to exceed
30 days. Before returning the license to the person, the court shall endorse
on the reverse side of the license that the person was ordered not to.drive,
the period for which that order was made, and the name of-tiie court
making the order. If a defendant with a class 3 or 4 driver's license satisfies
the court that,impounding his -or her driver's license,.and..ordering the,
defendant not to drive will affect his or her livelihood, the court shall order,
that the person limit his or her driving for a period notto exceed 30 days to
driving that is essential in the court's determination to the person's employ-
ment, including the person's driving to and from his.or her place of
employment if other means of transportation are not reasonably available.
The court shall provide for the endorsement of the limitation on .the
person's license. The impounding of the license and ordering the person not
to drive or the order limiting the person’s driving does not monstitute a
suspension of the license, but a violation of the order constitutes contempt

ofcourt. ‘ 1T

Enacted Stats 1959 ch 3; Amended Stats 1961 ch 1653 } 2; Stats 1968 ch 1192 § 15, cpositive January 1,
1969; Stats 1979 ch 235 §2. Amended Stats 1987 ch 726 5 10, operative July 1, 1988. « K%
Amendment*: B

1987 Amendmtat; In addition to making technical changes, added "with a class 3 or 4 driver’s bcense”
in the third sentence of subd (c).

Note— Stats 1987 ch 726 provides: *
SEC 11. This act shall become operative on July 1, 1988. " | I N A
Suspension of driving privileges for violation of promise to appear. Veh C § 13365. "

Notice of Delinquent Parking Violation will not serve as basis for issuance of warrant of arrest for
violation of Veh C §40508. (1988) 71 Ops Atty Gen L joe-j=<

§40508.5. Penalty assessments; Violation of promise to appear. ..

(@) In addition to the fees authorized or required by any other provision of
law, a county may, by resolution of the board of supervisors, authorize the
courts of that county to impose an assessment of seven dollars (§7) upon
every person convicted under Section 40508, whether or not a fine s
imposed. " '

(b) The courts authorized pursuant*to subdivision (a) shall increase the bail

schedule amounts to reflect the amount of the assessment imposed by this
section.

(c) Ifbailis returned, the amount ofthe assessmentshall also be returned. «

(d) The clerk of the court shall deposit the amounts collected under this
section in the county treasury. AIll money so deposited shall be wused
exclusively for the development and operation of an automated county
warrant system. . e . LI S . LR
Added Stats 1986 ch 151 §2. / ==

§40509. Violation of promise to appear .-—

(a) Whenever any person has for a period of 15 or more days violated his or

her written promise to appear or a lawfully granted continuance of his or
(5'.ah Cental 139



(40509 VEHICLE CODE

her promise to appear in court or before the person authorized to receive a
deposit of bail or violated an order to appear in court, the magistrate or
clerk of the court may give notice of the fact to the department for any
violation of this code, except violations not required to be reported pursuant
to paragraphs (1), (2), (3)- (6), and.(7) of subdivision (b) of Section 1803,
The notice shall be. given within 60 days of the failure to appear. Whenever
thereafter the case in which the promise waa given is adjudicated or the
person who has violated the court order appears in court or otherwise
satisfies the order of the court, the magistrate or clerk'of the court hearing
the case shall sign and file with the department a certificate to that effect. "y

(b) Whenever any"person has for a period of 15 or more days willfully failed
to pay a law fully imposed fine within the time authorized by the courtor to
pay a fine pursuant to subdivision (a) of Section 42003, ?theymagistrate or
clerk of the court may give notice of the fact to the department for any
violation, except violations not required to be reported pursuant to para-
graphs (1), (2), (3), (6), and (7) ofsubdivision (b) of Section 1803. Whenever
thereafter the fine is fully paid, the magistrate or clerk of the court shall

issue and file with the department a certificate showing that the fine has
been paid." Lok > . -

(¢) This section is applicable to any court which has not elected to be
subject to the notice requrements ofsubdivision (c) of Section 40509.5. ;¢

(d) Any violation subject .o Section 40001, which is the responsibility of the
ownerofthe vehicle, shall not be reported under this section.

Amended Stats 1981 ch 384 {3, operative July I, 1982; Stats 1984 ch.'858 §2, operative July |, 1983;
Stats 1985 ch 1008 § 4; Stats 1986 ch 953 5 14; Stats 1989 ch 126 sec 1; Stats 1990 ch 472 52 (SB 1826).
Amendments: 1 ‘-

1981 Amendment: (1) Added "or her" wherever it appears in the first sentence of subd (s); (2) generally
eliminated “such”; (3) substituted “within 60 days of the failure to appear”, for “not less than 30 days
nor more than 60 days after' issuance of a warrant” in the second sentence of subd (a); and (4) added the
last paragraph. ,

1984 Amendment: (1) Substituted “the” for “such™ before “promise” in the last sentence of subd (a); (2)

deleted the former second paragraph of subd (b) which, read: “This section shall become operative on
Jnly 1, 1982.”; and (3) added subd (c).

1983 Amendment (1) Amended the first sentence of subd (a) by (i) deleting “or to pay a fine pursuant to
subdivision (a) of Section 42003 after “appear in court”; and (b) adding «for any violation of this code
which b required to be reported pursuant to Section 1803” at the end; and 12, added “or to pay a fine
porcuanl to subdivision (a) of Section 42003" in the first sentence of subd (b). o o

1986 Amendment Substituted “issue™ for “sign”, after “court shall" in the second sentence of subd (b).
1989 Amendment (1) Substituted except violations not” for “which is" wherever it appears; (2) added

“paragraphs (1), (2), (3), (4), (5). (6), (7), and (8) of subdivision (b) oP’ wherever it appears; and (3)
added subd (d).

1990 Amendment Substituted “ paragraphs (1), (2), (3), (6) and (7)" for "paragraphs (1). (2), (3), (6), (7)
and (8)” in the first sentences in anbds (a) and (b). . ;; « . X vV TV
Suspension for violation: § 13363.

Cal Jur.3d (Rev) Criminal Law 5 1678. .
Review of Selected 1981 Legislation. 13 Pacific LJ 799.,
Review of Selected 1985 Legislation. 17 Pacific LJ 806.

§40509.5. Failure to appear; Warning notice; Issuance or arrest warrant

(a) Whenever, with respect to an offense described in subdivision (d), any
person has for a period of 15 or more days violated his or her written
promise to appear or a lawfully granted continuance of his or her promise
to appear in court or before the person authorized to receive a deposit of
bail or violated an order to appear in court, the magistrate or clerk of the
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court may give notice of the fact to the department for any violation of s
code_except violations not required to be reported pursuant to paragraphs
(n, P y (3), (6), and (7) of subdivision (b) of Section 1803. The notice shall
be given within 60 days of the failure to appear. Whenever thereafter the
case in which the promise was given is adjudicated or the person who has
violated the court order appears in court or otherwise satisfies the order of
the court, the magistrate or clerk of the court hearing the case shall sign
and flic with the department a certificate to that effect

(b) Whenever, with respect to an offense described in subdivision (d), any
person has for a period of 15 or more days willfully failed to pay a law fully,
imposed fine within the time authorized by the court or to pay a fine
pursuant to subdivision (a) of Section 42003, the magistrate or clerk of the
court may give notice of the fact to the department for any violation, except
violations not required to be reported pursuant to paragraphs (1), (2), (3),.
(6), and (7) of subdivision (b) of Section 1803. Whenever thereafter the fine
is fully paid, the magistrate or clerk of the court shall issue and file with the
department a certificate showing that the fine has been paid.

(c) The court shall mail a courtesy warning notice to the defendant by first-
class mail at the address shown on the notice to appear, at least 10 days
before sending a notice to the department under this section.

(d) I'f the court notifies the department of a failure to appear or pay a fine
pursuant to this section, no arrest warrant shall be issued for an alleged
violation of subdivision (a) or (b) of Section 40508 or ofa court order issued
pursuant to subdivision (a) of Section 42003, unless one of the following
criteria is met: "

(1) The alleged underlying offense is a misdemeanor or felony.

(2) The alleged underlying offense is a violation of any provision of Division
12 (commencing with Section 24000), Division 13 (commencing with Sec-
tion 29000), or Division 15 (commencing with Section 35000), required to
he reported pursuant to Section 1803,

(3) The driver's record.does not show that the defendant has a valid
California driver's license. ~

(4) The driver's record shows an unresolved charge thatthe defendant is in
violation of his or her written promise to appear for oneor more other,
alleged violations of the law.

(e) This section is.applicable to courts which have elected to provide notice
pursuant to subdivision (c). The method of commencing or terminating an
election to proceed under this section shall be prescribed by the department

(0 Any violation subject to Section 40001, which is the responsibility of the
ownerofthe vehicle, shall not.be reported under this section.

Added Stata 1984 ch 858 $ 3, operative July |, 1985. / mended Stats 1985 ch 1008 § 5; Stats 1939 ch126
sec 2; Stats 1990 ch 472 §3 (SB 1826). ' !

Amendments: Hh Rk — "

1983 Amendment (1) Amended the first sentence of subd (a) by (*) deleting “or to pay a fine pursuant to
subdivision (a) of Section 42003" after “appear in court”; and (b) adding “for any violation of this code
which is required to be reported pursuant to Section 1803" at the end; and (2) added ", required to be
reported pursuant to Section 1803" at the end of subd (c)(2).

1989 Amendment (1) Substituted ", except violations not" for “which is" near the end of the first
sentence of subd (a); (2) added "paragraphs (1), (2), (3), (4), (5), (6), (7), and (8) of subdivision (b) o f in
subd (a); and (3) added subd (c).

1990 Amendment (1) Amended the first sentence in subd (a) by substituting (a) "subdivision (d)" for
"subdivision (c)” after “offense described in"; and (b) “paragraphs (1), (2), (3), (6) and (7)" for
"paragraphs (1), (2), (3), (6), (7) and (8)”; GO added subd (b); (3) redesignated former subds (b)-(e) to be
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§ 40510. Deposit 0L ball AV. il

(e) Prior to the date upon which a defendant promised to appear, or prior
to the time to appear contained on a notice of filing of a complaint on e.
notice of delinquent parking violation pursuant to subdivision (a) of Section '
40215 or'on a process issued after filing with the court under Section'40230,"
or'prior to the expiration of any-lawful continuance of that:date, or"uponl
receipt of "informatibn ‘that an' action has 'been'filed "and "prior-toj the'
scheduled 'court date,"the 'defendant 'may'depbsit®'aft or'a'p. .king'penalty’
with the magistrate or the person authorized to yeceive a deposit of bail br
parking penalties. i,;* 'l/-v R T vl
(b) For any offense which ishot declared to be a felony, a deposit ofbailor;
a parking penalty may be by a personal check meeting the criteria estab-'
...... Mo oir poerp L
(c) Each court, sheriff, or other agency which regularly accepts deposits of
bail or parking penalties, shall adopt a written policy governing the accept;
tance of personal checks in paymentofbailor parking penalty deposits.T he'
policy shall permit clerks and other appropriate officers to accept personal
checks under conditions which tend to assure the validity of the checks.

(d) The written policy governing the acceptance of personal checks adopted
pursuant to subdivision (c) shall provide that the payee of the deposit made
by personal checK shall be the agency accepting the deposit. ; ¢ -
Amended Stats 1981 ch 775 § 3; Stats 1984 ch 481 54; Stats 1986 ch 939 5 18. Fone U \%
Amendment*: Lk I

after “promised to appear” and after “that date”; (3) adding “time to appear contained on a notice of a.)
parking violation, or prior to the”; and (4) substituting “that” for “such".after “continuance of.’.r.CliijO

1984 Amendment: Added subd (d). * ecl» ['i--V bV
1986 Amendment (1) Added all references to parking penalty or parking penalties; (2) amended subd (a)

by (a) substituting “filing of a complaint on'a notice cf delinquent parking violation pursuant to"'
subdivision (a) of Section 40213 or on a process issued after filing with the court under Section 40230 '
for "a parking violation™; and Q) deleting the comma after.~hasbcen filed”; and (3) substituted JV ' for',

"such" after “be a felony,” in subd (b). n «.1
Payment of fee, fine, or bail depodt by check: CRC Rnk 805. ~C~ — -
Cal Jur 3d (Rev) Criminal Law 816 79 . . TN n~--r
C Yoyticcii X gjui
§40512. Forfeiture of bail '-TolVItIniLIA Tl vivitc-vio 4 A

(a) I'f at the time when the case is called for arraignment” before the
magistrate the defendant does not appear, either in person or by counsel, the
magistrate may declare the bail forfeited and may in his or.her discretion
order that no further proceedings be had in the case, unless the defendant
has been charged with violation of Section 23111 or 23112,"0r subdivision
(@) of Section 23113, and he or she has been previously convicted of the
same offense, except in cases where the magistrate finds that undue hardship?
will be imposed upon the defendant by requiring him or her to appear, the
magistrate may declare the bail forfeited and order that no further proceed-
ings shall be had in the case.
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Title 46 RCW: Motor Vehicles

is any error in the application it may be returned to the
county auditor or other agent to effectively secure the
correction of such error, who shall return the same corrected
to the director.

(2) Application for the renewal of a vehicle license shall
be made to the director Oi his agents, including county
auditors, by the registered owner on a form prescribed by the
director. The application must be accompanied by the
certificate of registration for the last registration period in
which the vehicle was registered in Washington unless the
applicant submits a preprinted application mailed from
Olympia, and the payment of such license fees and excise
tax as may be required by law. Such application shall be
handled in the same manner and the fees transmitted to the
state treasurer in the same manner as in the case of an
original application. Any such application which upon
validation becomes a renewal certificate need not have
entered upon it die name of the lien holder, if any, of the
vehicle concerned.

(3) Persons expecting to be out of the state during the
normal forty-five day renewal period of a vehicle license
may secure renewal of such vehicle license for a period of
thirty days prior thereto and have license plates or tabs
preissued by making application to the director or his agents
upon forms prescribed by the director. The application must
be accompanied by the certificate of registration for the last
registration period in which the vehicle was registered in
Washington and be accompanied by such license fees,
including a special handling fee of two dollars; one dollar to
be retained by the issuing agency, and one dollar to be
deposited in the highway safety fund, and excise tax as may
be required by law.

(4) Application for the annual renewal of a vehicle
license number plate to the director or his agents shall not be
required for those vehicles owned, rented, or leased by lhe
state of Washington, or by any county, city, town, school
district, or other political subdivision of the state of Wash-
ington. [1977 ¢ 8 § 1. Prior: 1975 1st ex.s. ¢ 169 § 6;
1975 1Istex.s. ¢ 118 8 8; 1969 ex.s. ¢ 75 8§ 1; 1961 c 12 §
46.16.210; prior: 1957 ¢ 273 § 5; 1955 ¢ 89 § 2; 1953 ¢
252 § 3; 1947 ¢ 164 § 11; 1937 c 188 § 34; Rem. Supp.
1947 § 6312-34.]

Effective aate— Severability— 1975 1st ex.s. ¢ 113: See notes
following RCW 46.16.006.

46.16.212 Notice of liability insurance requirement
The department of licensing shall notify the public of the
requirements of RCW 46.30.020 through 46.30.040 at the
time of new vehicle registration and when the department
sends a registration renewal notice. [1989 ¢ 353 § 10.]

Severability— Effective date— 1989 ¢ 353: See RCW 46.30.900 and
46.30.901.

46.16.216 Payment of parking fines required for
renewal. (1) To renew a vehicle license, an applicant shall
satisfy all listed standing, stopping, and parking violations
for the vehicle incurred while the vehicle was registered in
the applicant’s name and forwarded to the department
pursuant to RCW 46.20.270(3). For the purposes of this
section, "listed” standing, stopping, and parking violations
include only those violations for which notice has been

received from local agencies by the department one hundred
twenty days or more befote the date the vehicle license
expires and that are placed on the records of the department.
Notice of such violations received by the department later
than one hundred twenty days before that date that are not
satisfied shall be considered by the department in connection
with any applications for license renewal in any subsequent
license year. The renewal application may be processed by
the department or its agents only if the applicant:

(a) Presents a preprinted renewal application showing no
listed standing, stopping, and parking violations, or in the
absence of such presentation, the agent verifies the informa-
tion that would be contained on the preprinted renewal
application; or

(b) If listed standing, stopping, and parking violations
exist, presents proof of payment and pays a fifteen dollar
surcharge.

(2) The surcharge shall be allocated as follows:

(@) Ten dollars shall be deposited in the motor vehicle
fund to be used exclusively for the administrative costs of
the department of licensing; and

(b) Five dollars shall be retained by the agent handling
the renewal application to be used by the agent for the
administration of this section.

(3) If there is a change in the registered owner of the
vehicle, the department shall forward the information
regarding the change to the local charging jurisdiction and
release any hold on the renewal of the vehicle license
resulting from parkir.g violations incurred while the certifi-
cate of license registration was in a previous registered
owner’s name.

(4) The department shall send to all registered owners
of vehicles who have been reported to have outstanding
listed parking violations, at the time of renewal, a statement
setting out the dates and jurisdictions in which the violations
occurred as well as die amounts of unpaid fines and penal-
ties relating to them and the surcharge to be collected.
[1990 2nd ex.s. c 1 §401; 1984 c 224 § 1)

Severability— 1990 2nd ex.s. c 1: See note following RCW
82.14.300.

Severability— 1984 c 224: "If any provision of this act or its
applicadon to any person or circumstance is held invalid, die remainder of
the act or the application of the provision to other persons or circumstances
is not affected.” [1984 c 224 § 5.)

Effective date— 1984 c 224: "This act shall take effect on July 1,
1984.” [1984 c 224 56.)

46.16.220
Vehicle licenses and vehicle license number plates may be
renewed for the subsequent registration year on and after the
forty-fifth day prior to the ei ’ of the current registration
year and must be used and displayed from the date of issue
or from the day of the expiration of the preceding registra-
tion year, whichever date is later. [1991 c 339 § 20; 1975
1st ex.s. ¢ 118 §9; 1969 ex.s. ¢ 170 §9; 1961 c 12 §
46.16.220. Prior: 1957 c 261 § 8; 1955 ¢ 89 § 1; 1953 c
252 § 4; 1947 C 164 § 12; 1937 C 188 § 35; Rem. Supp.
1947 § 6312-35; 1921 ¢ 96 § 7, part; RRS § 6318, pan;
1921 ¢ 6 § 1. pan; 1916 C 142 § 7, part.]

Effective date— Severability— 1975 1st ex.s. ¢ 118: See notes
following RCW 46.16.006.

Time 0f renewal 0f licenses— Duration.



Tide 46 RCW: Motor Vehicles

46.20.021

(6) Any person licensed as a driver under this chaptemotor vehicle in this state for a period not to exceed one

Muay exercise the privilege thereby granted upon all streets
' siA highways in this state and shall not be required to obtain
**ny other license to exercise such privilege by any county,
municipal or local board, or body having authority to adopt
local police regulations. [1991 ¢ 29j § 3; 1991 ¢ 73 § 1;
1990 ¢ 250 § 33; 1988 ¢ 88 § 1; 1985 ¢ 302 § 2; 1979 ex.s.
c 136 §53; 1965 ex.s. ¢ 121 § 2.]
Suits of court: Bail in criminal traffic offense casec—Mandatory appear-
ance—CrRU 3.2.

Reviser's note: (1) This section was amended by 1991 ¢ 73 § 1and
by 1991 c 293 § 3. e3ch without reference to the other. Both amendments
ire incorporated in the publication of this section pursuant to RCW
1.12.025(2). For rule of construction, see RCW 1.12.025(1).

(2) Throughout chapter 4620 RCW the phrases "this 1965 amendatory
ict" and "this act" have been changed to "this chapter.” The 1965
amcodaiorv act (1965 ex.s. ¢ 121) consisted of RCW 46.20.021 through
4620.055. 4620.091, 4620.161 through 4620.181. 4620.205. 46.20207.
4620215. 46.20.285, 4620.291, 46.20.305 through 4620.315. 4620.322
through <620.336, 4620.342 through 46.20.344, 46.20.900, 46.20.910, and
46.61.025, the 1965 amendments to RCW 4620.102 through 46.20.106,
46.20.120 through 46.20.140, 46.20.190, 46.20.200, 46.20.270, and
4620340 and 1965 ex.s. ¢ 121 § 1, footnoted after RCW 46.20.021.

Severability— 1990 c 250: See note following RCW 46.16.301.

Effective date— Severability— 1979 ocs. ¢ 136: See notes following
RCW 46.63.010.

Purpose— Construction— 1965 ex.s. ¢ 121: "With the advent of
greatly increased interstate vehicular travel and the migration of motorists
between the slates, the legislature recognizes the necessity of enacting driver
licensing laws which are reasonably uniform with the laws of other states
and are at the same time based upon sound, realistic principles, stated in
clear explicit language. To achieve these ends the legislature does hereby
adopt this 1965 amendatory act relating to driver licensing modeled after the
Uniform Vehicle Code subject to such variances as arc deemed better suited
to the people of this state. It is intended that this 1965 amendatory act be
liberally construed to effectuate the purpose of improving the safety of our
highways through driver licensing procedures within the framework of the
traditional freedoms to wiliich every motorist is entitled.” [1965 ex.s. ¢ 121
§ 1) For application of this section see reviser's note above.

Impoundment of vehicle for driver's license violations—Release, when—
Court hearing: RCW 46.20.435.

License plates and registration, confiscation and marking: RCW 46.16.710.

46.20.022 Unlicensed drivers—Subject to all
provisions of Title 46 RCW. Any person who operates a
motor vehicle on the public highways of this state without a
driver’s license or nonresident privilege to drive shall be
subject to all of the provisions of Title 46 RCW to the same
extent as a person who is licensed. [1975-°76 2nd ex.s. ¢ 29
§1]

Allowing unauthorized person to drive: RCW 46.16.011, 46.20.344.

46.20.025
ment. The following persons are exempt from license
hereunder

(1) Any person in the service of the army, navy, air
force, marine corps, or coast guard of the United States, or
in the service of the national guard of this state or any other
stale, when furnished with a driver’s license by such service
when operating an official motor vehicle in such service;

(2) A norresident who is at least sixteen years of age
and who has in his immediate possession a valid driver’s
license issued to him in his home state;

(3) A nonresident who is at least sixteen years of age
and who has in his immediate possession a valid driver’s
license issued to him in his home country may operate a

(152 El)

Persons exempt from licensing require-

year,;

(4) Any person operating special highway construction
equipment as defined in RCW 46.16.010;

(5) Any person while driving or operating any farm
tractor or implement of husbandry which is only incidentally
operated or moved over a highway;

(6) Any p-.rson while operating a locomotive upon rails,
including operation on a railroad crossing over a public
highway; and such person is not required to display a
driver’s license to any law enforcement officer in connection
with the operation of a locomotive or train within this state.
[1979 ¢ 75 § 1; 1965 ex.s. ¢ 121 § 3]

4620027

forces to remain in force—Duration. A Washington state
motor vehicle driver’s license issued to any person serving
in the armed forces of the United States, if valid and in force
and effect while such person is serving in the armed forces,
shall remain in. full force and effect so long as such service
continues unless the same is sooner suspended, canceled, or
revoked for cause as provided by law and for not to exceed
ninety days following the date on which the holder of such
driver’s license is honorably separated from service in the
armed forces of the United States. [1967 ¢ 129 § 1]

46.20%1 Persons ineligible to be licensed. The
department shall not issue a driver’s license hereunder

(1) To any person who is under the age of sixteen years;

(2) To any person whose license has been suspended
during such suspension, nor to any person whose license has
been revoked, except as piuvided in RCW 46.20.311;

( To any person when the department has been
notified by a court that such person has violated his written
promise to appear in court, unless the department has
received a certificate from the court in which such person
promised to Lppear, showing that the case has been adjudi-
cated. The deposit of bail by a person charged with a
violation of any law regulating the operation of motor
vehicles on highways shall be deemed an appearance in
court for the purpose of this section;

(4) To any person who has been evaluated by a program
approved by the department of social and health services as
being an alcoholic, drug addict, alcohol abuser and/or drug
abuser: PROVIDED, That a license may be issued if the
department determines that such person has been granted a
deferred prosecution, pursuant to chapter 10.05 RCW, or is
satisfactorily participating in or has successfully completed
an alcohol or drug abuse treatment program approved by the
department of social and health services and has established
control of his or her alcohol and/or drag abuse problem;

(5) To any person who has previously been adjudged to
be mentally ill or insane, or to be incompetent due to any
mental disability or disease, and who has not at the time of
application been restored to competency by the methods
provided by law: PROVIDED, HOWEVER, That no person
so adjudged shall be denied a license for such cause if the
superior court should find him able to operate a motor
vehicle with safety upon the highways during such incompe-
tency;

[Title 46 RCW—pnge 63]

Licenses of persons serving in armed



46.20.031

(6) To any person who is required by this chapter to
take an examination, unless such person shall have success-
fully passed such examination;

(7) To anv person who is required under the laws of this
state to deposit proof of financial responsibility and who has
not deposited such proof;

(8) To any person when the department has good and
substantial evidence to reasonably conclude that such person
by reason of physical or mental disability would not be able
to operate a motor vehicle with safety upon the highways;
subject to review by a court of competent jurisdiction. [1985
c 101 § 1; 1977 ex.s. ¢ 162 § 1; 1965 ex.s. ¢ 121 § 4]
Allowing unauthorized person to drive: RCW 46.16.011. 46.20.344.
Juvenile driving privileges, alcohol or drug violations: RCW 66.44.365,

69.50.420.

46.20.041 Physically or mentally disabled person:—
Procedure—Restrictions—Violations—Penalty. (1) The
department shall permit any person suffering from any
physical or mental disability or disease which may affect that
person’s ability to drive a motor vehicle, to demonstrate
personally that notwithstanding such disability or disease he
or she is a proper person to drive a motor vehicle. The
department may in addition require such person to obtain a
certificate showing his or her condition signed by a licensed
physician or other proper authority designated by the
department. The certificate shall be for the confidential use
of the director and the chief of the Washington state patrol
and for such other cognizant public officials as may be
designated by law. It shall be exempt from public inspection
and copying notwithstanding the provisions of chapter 42.17
RCW. The certificate may not be offered as evidence in any
court except when appeal is taken from the order of the
director suspending, revoki "*,, canceling, or refusing a
vehicle driver’s license. However, the certificate may be
made available to the director of the department of retire-
ment systems for use in determining eligibility for or
continuance of disability benefits and it may be offered and
admitted as evidence in any administrative proceeding or
court action concerning such disability benefits.

(2) The department may issue a driver’s license to such
a person imposing restrictions suitable to the licensee’s
driving ability with respect to the special mechanical control
devices required on a motor vehicle or the type of motor
vehicle which the licensee may operate or such other
restrictions applicable to the licensee as the department may
determine to be appropriate to assure the safe operation of a
mp’jf vehicle by the licensee.

(3) The department may either issue a special restricted
license or may set forth such restrictions upon the usual
license form.

(4) The department may upon receiving satisfactory
evidence of any violation of the restrictions of such license
suspend or revoke the same but the licensee shall be entitled
to a driver improvement interview and a hearing as upon a
suspension or revocation under this chapter.

(5) It is a traffic infraction for any person to operate a
motor vehicle in any manner in violation of the restrictions
imposed in a restricted license issm to him or her. [1986
c 176 § I; 1979 ex.s. ¢ 136 § 54; 1979 c 61 § 2; 1965 ex.s.
c 121 § 5]

[Title 46 RCW—page 64]

Title 46 RCW :

Motor Vehicles

Effective date— Severability—1979 exs. ¢ 136: Sec notes following
RCW 46.63.010.

46.20.045 Age limit for school bus drivers ar.d
drivers of for hire vehicles. No person who is under the
age of eighteen years shall drive any school bus transporting
school children or shall drive any motor vehicle when in use
for the transportation of persons for compensation. [1971
:X.S. € 292 § 43; 1965 ex.s. ¢ 121 § 6.]

Severability— 1971 exs. ¢ 292: See note following RCW 2628.010.

46.20.055 Instruction permits and temporary
licenses. (1) Any person w’o is at least fifteen and a half
years of age may apply to the department for an instruction
permit for the operation of any motor vehicle except a
motorcycle. Any person sixteen years of age or older,
holding a valid driver’s license, may apply for an instruction
permit for the operation of a motorcycle. The department
may in its discretion, after the applicant has successfully
passed all parts of the examination other than the driving
test, issue to the applicant a driver’s or motorcyclist's
instruction permit.

(@) A driver’s instruction permit entitles the permittee
while having the permit in immediate possession to drive a
motor vehicle upon the public highways for a period of one
year when accompanied by a licensed driver who has had at
least five years of driving experience and is occupying a seat
beside the driver. Except as provided in subsection (c) of
this subsection, only one additional permit, valid for one
year, may be issued.

(b) A motorcyclist’s instruction permit entitles the
permittee while having the permit in immediate possession
to drive a motorcycle upon the public highways for a period
of ninety days as provided in *RCW 46.20.510(3). Except
as provided in subsection (c) of this subsection, only one
additional permit, valid for ninety days, may be issued.

(c) The department after investigation may issue a third
driver’s or motorcyclist’s instruction permit when it finds
that the permittee is diligently seeking to improve driving
proficiency.

(2) The department may waive the examination, except
as to eyesight and other potential physical restrictions, for
any applicant who is enrolled in either a traffic safety
education course as defined by RCW 28A.220.020(2) or a
course of instruction offered by a licensed driver training
school as defined by RCW 46.82.280(1) at the time the
application is being considered by the department. The
department may require proof of registration in such a course
as it deems necessary.

(3) The department upon receiving proper application
may in its discretion issue a driver’s instruction permit to an
applicant who is at least fifteen years of age and is enrolled
in a traffic safety education program which includes practice
driving and which is approved and accredited by the superin-
tendent of public instruction. Such instruction permit shall
entitle the permittee having the permit in immediate posses-
sion to drive a motor vehicle only when an approved
instructor or other licensed driver with at least five years of
driving experience, is occupying a seat beside the permittee.

(4) The department may in its discretion issue a teihpo-
rary driver’s permit to an applicant for a driver's license
permitting the applicant to drive a motor vehicle for a period

(12 Ed)
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Title 46 RCW:

for any offense or violation except either when the offense

ta or violation is committed in his or her presence or when a
jii person may be arrested pursuant to RCW 10.31.100, as now

or hereafter amended. The detention arising I'rcm an arrest
under this section may not be for a period of time longer
than is reasonably necessary to issue and serve a citation and
notice, except that the time limitation does not apply under
any of the following circumstances:

(1) Where the arrested person refuses to sign a written
promise to appear in court as required by the citation and
notice provisions of this section;

(2) Where the arresting officer has probable cause to
believe that the arrested person has committed any of the
offenses enumerated in RCW 10.31.100(3), as now or
hereafter amended:;

(3) When the arrested person is a nonresident and is
being detained for a hearing under RCW 46.64.035. 11987
€c 345 §2; 1985 ¢ 303 § 11; 1979 ex.s. ¢ 28 § 2; 1975-'76
2nd ex.s. ¢ 95 § 2; 1975 ¢ 56 § 1; 1967 ¢ 32 § 70; 1961 c
12 § 46.64.015. Prior: 1951 ¢ 175 § 1)

46.64.018 Arrest without warrant for certain traffic
offenses. See RCW 10.31.100.

46.64.020 Nonappearance after written promise—
Penalty—Response by mail, when. (1) The legislature
finds that:

(a) Traffic laws are necessary for the safe and expedi-
tious flow of motor vehicle traffic.

(b) For traffic laws to be effective, they must be
judiciously and fairly enforced. This enforcement includes
the issuance of notices of infraction and citations and the
assessment of fines and penalties.

(c) The adjudication of notices of infraction through a
written and signed promise to respond, and of citations
through a written and signed promise to appear, as provided
in this title is an integral and important pan of the traffic law
system.

(d) Approximately twenty percent of all people issued
notices of infraction and citations violate their written and
signed promise to respond or appear and obtain notices of
failure to respond or appear on their driving records.
Through their actions, these people are destroying the
effectiveness of the traffic law system and undermining the
department of licensing regulatory control of drivers’
licenses,

Motor Vehicles 46.64.015

violation, a copy of the person's currently valid driver's
license. Any person who has been issued a notice of
infraction pursuant to RCW 46.63.030(3) and who fails to
respond as provided in this title is guilty of a misdemeanor
regaidless of the disposition of the notice of infraction.
[1992 ¢ 32 § 1; 1990 c 250 § 61; 1990 ¢ 210 § 1; 1988 c 38
§ 1; 1987 ¢ 345 § 1; 1986 ¢ 213 § 1; 1980 ¢ 128 § 8; 1961
c 12 § 46.64.020. Prior: 1937 ¢ 189 § 146; RRS § 6360-
146.]
Rules of court: Bail in criminal traffic offense cases—Mandatory appear-
ance—CrRLI 3.2
Severability— 1990 c 250: See note following RCW 46.16.301.

Effective date— Severability— 1930 c 128: See notes following
RCW 46.63.060.

46.64.05
Notice to department. Whenever any person has for a
period of fifteen or more days violated his written promise
to appear in court, the court in which the defendant so
promised to appear shall forthwith give notice of such fact
to the department of licensing. Whenever thereafter the case
in which such promise was given is adjudicated the court
hearing the case shall file with the department a certificats
showing that the case has be. n adjudicated. [1979 ¢ 158 §
175; 1967 ¢ 32 § 71; 1965 e:..s. ¢ 121 § 23]

Severability— 1965 exs. ¢ 121: See RCW 4630.910.

Purpose— Construction— 1965 exs. ¢ 121: See note following RCW
46.20.021.

46.64.027 Failure to comply.
drives a motor vehicle within the state and has accumulated
two or more notices of failure to appear or respond on his or
her driving record maintained by the department of licensing
in a five-year period as a result of noncompliance with the
traffic laws in a jurisdiction or court within Washington, or
in a jurisdiction or court within other states that are signato-
ries with Washington in a nonresident violator compact or
reciprocal agreement under chapter 46.23 RCW, is guilty of
failure to comply, a gross misdemeanor. A person is not
subject to this section for failure to pay a penalty for a
pedestrian, bicycling, or parking offense.

(2) Probable cause for arrest under this section is
established by the officer obtaining, orally or in writing,
information from the department of licensing that two or
more notices of failure to appear or respond are on the
person's driving record. For purposes of this chapter, failure

© Notices of failure to respond or appear accumulated®© satisfy a penalty imposed under this title is considered

on a person's driving record shall be considered if they were
issued after July 25, 1987.

2) Any person violating his or her written and signedtion

promise to appear in court or his or her written and signed
promise to respond to a notice of traffic infraction, as
provided in this title, is guilty of a misdemeanor regardless
of the disposition of the charge upon which he or she was
originally arrested or the disposition of the notice of infrac-
tion: PROVIDED, That a written promise to appear in court
or a written promise to respond to a notice of traffic infrac-
tion may be complied with by an appearance by counsel:
PROVIDED FURTHER, That a person charged under RCW
46.20.021 with driving with an expired driver’s license may
respond by mailing to the court within fifteen days of the

0092 )

equivalent to failure to appear or respond.
(3) Venue for prosecution is in the court with jurisdic-
in the area of apprehension. [1992 ¢ 32 § 2]

46.64.036 Procedure governing arrest and prosecu-
tion. The provisions of this title with regard to the appre-
hension and arrest of persons violating this title shall govern
all police officers in making arrests without a warrant for
violations of this title for offenses either committed in their
presence or believed to have been committed based on
probable cause pursuant to RCW 10.31.100, but the proce-
dure prescribed herein shall not otherwise be exclusive of
any other method prescribed by law for the arrest and
prosecution of a person for other like offenses. [1979 ex.s.

(Title 46 RCW—page 197]

Nonappearance after written promise—

(1) A person who
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9A.16.110

at the discretion of the judge in the criminal proceeding. To
award these reasonable costs the trier of fact must find that
the defendant’s claim of self-defense was sustained by a
preponderance of the evidence: PROVIDED, HOWEVER,
That nothing shall preclude the legislature from granting a
higher award through the sundry claims process.

(3) Whenever die issue of self defense under this section
is decided by ajudge or whenever a judge exercises the
discretion authorized under subsection (2) of this section in
determining an award, the judge shall consider the same
questions as must be answered in the special verdict under
subsection (4) of this section.

(4) Whenever the issue of self defense under this section
has been submitted to a jury, and the jury has found the
defendant not guilty, and the judge has submitted an award
determination to die jury, the court shall instruct the jury to
return a special verdict in substantially the following form:

ans\ er
yes or no
1. Was the finding of not guilty based upon
self defense? L.
2. If your answer to question 1is no, do not
answer the remaining question.
3. If your answer to question 1 is yes, was
the defendant:
. Protecting himself or herself?.......ccccoevvvvins e
. Protecting his or her family? ...
. Protecting his or her property?......cccvvvvine sevviennn
. Coming to the aid of another who was in
imminent danger of a heinous crime? ...
e. Coming to the aid of another who was the
victim of a heinous crime? ...

[1989 c 94 & I; 1977 ex.s. ¢ 206 § 8. Formerly RCW
9.01.200.]

Use of deadly force— Legislative recognition: See note following
RCW 9A. 16.040.

O 0O T w

Chapter 9AJ.J
CLASSIFICATION OF CRIMES

Sections

9A.20.010 Classification and designation of crimes.

9A.20.020 Authorized sentences for crimes committed before July 1.
1984.

Maximum sentences for crimes committed July 1 1984. and
after.

9AJ0.030 Alternative to a fine— Restitution.

9AJ0.040 Prosecutions related to felonies defined outside Title 9A

RCW.

9A.20.021

Assessments required of convicted persons
offender supervision: RCW 9.94A.270.
parolees: RCW 72.04A. 120.
probationers: RCW 10.64.120.

9A.20.010 Classification and designation of crimes.

(1) Classified Felonies, (a) The particular classification of

each felony defined in Title 9A RCW is expressly designated
in the section defining it.

Title 9A RCW: Washington Criminal Code

(ii) Class B felony; or
(iii) Class C felony.

2) Misdemeanors and Gross Misdemeanors, (a) Any

crime punishable by a fine of not more than one thousand
dollars, or by imprisonment in a county jail for not more
than ninety days, or by both such fine and imprisonment is
a misdemeanor. Whenever the performance of any act is
prohibited by any statute, and no penalty for the violation of
such statute is imposed, the committing of such act shall be
a misdemeanor,

(b) All crimes other titan felonies and misdemeanors are

gross misdemeanors. [1984 c 258 § 808; 1975 1st ex.s. ¢
260 § 9A.20.010.]

Coart Improvement Act of 1984— Effective dates— Severability—
Short title— 1984 ¢ 258: See notes following RCW 3.30.010.

9A*20.020 Authorized sentences for crimes comm it-
ted before July 1, 1984. (1) Felony. Every person convict-
ed of a classified felony shall be punished as follows:

(a) For a class A felony, by imprisonment in a state
correctional institution for a maximum term fixed by the
court of not less than twenty years, or by a fine in an
amount fixed by the court of not more than fifty thousand
dollars, or by both such imprisonment and fine;

(b) For a class B felony, by imprisonment in a state
correctional institution for a maximum term of not more thin
ten years, or by a fine in an amount fixed by the court of not
more than twenty thousand dollars, or by both such impris-
onment and fine;

(c) For a class C felony, by imprisonment in a state
correctional institution for a maximum term of not more than
five years, or by a fine in an amount fixed by the court of
not more than ten thousand dollars, or by both such impris-
onment and fine.

(2) Gross Misdemeanor. Every person convicted of a
gross misdemeanor defined in Title 9A RCW shall be
punished by imprisonment in the county jail for a maximum
term fixed by the court of not more than one year, or by a
fine in an amount fixed by the court of not more than five
thousand dollars, or by both such imprisonment and fine.

(3) Misdemeanor. Every person convicted of a misde-
meanor defined in Title 9A RCW shall be punished by
imprisonment in the county jail for a maximum term fixed
by the court of not more than ninety days, or by a fine in an
amount fixed by the court of not more than one thousand
dollars, or by both such imprisonment and fine.

(4) This section applies to only those crimes committed
prior to July I, 1984. [1982 ¢ 192 § 9; 1981 ¢ 137 § 37;
1975-'76 2nd ex.s. ¢ 38 §2; 1975 1stex.s. c 260 §
9A.20.020.]

Severability— 1981 ¢ 137: S8 RCW 9.94A.910.

Effective date— Severability— 197576 2nd cxj. c 38: S8 NOtes
following RCW 9A.03.020.

Penalty assessments in addition tofine or bail forfeiture—Crime victim arui
witness programs in county: RCW 7.68.035.

9A.20.021 Maximum sentences for crimes commiit-
ted July 1, 1984, and after. (1) Felony No person

(b) For purposes of sentencing, classified felonies areconyicted of a classified felony shall be punished by confine-

designated as one of three classes, as follows:
(i) Class A felony; or

(Title 9A RCW—puRe 8)

ment or fine exceeding the following:

(12 Ed)



Title 9A RCW: Washington Criminal Code

(a) For a class A felony, by confinement in a state
correctional institution for a term of life imprisonment, or by
a fine in an amount fixed by the court of fifty thousand
dollars, or by both such confinement and fine;

(b) For a class B felony, by confinement in a state
correctional institution for a term of ten years, or by a fine
in an amount fixed by the court of twenty thousand dollars,
or by both such confinement and fine;

(c) For a class C felony, by confinement in a state
correc'jonal institution for five years, or by a fine in an
amoun: fixed by the court of ten thousand dollars, or by both
such ¢ mfinement and fine.

(2, Gross misdemeanor. Every person convicted of a
gross misdemeanor defined in Title 9A RCW shall be
punished by imprisonment in the county jail for a maximum
term fixeo by the court of not more than one year, or by a
fine in an amount fixed by the court of not more than five
thousand dollars, or by both such imprisonment and fine.

(3) Misdemeanor. Every person convicted of a misde-
meanor defined in Title 9A RCW shall be punished by
imprisonment in the county jail for a maximum term fixed
by the court of not more than ninety days, or by a fine in an
amount fixed by the court of not more than one thousand
dollars, or by both such imprisonment and fine.

(4) This section applies to only those crimes committed
on or after July 1, 1984. [1982 c 192 § 1C]

Penalty assessments in addition tofine or bail forfeiture—Crime victim and
wimess programs in county: RCV/ 7.68.035.

9A.20.030 Alternative to a finck—Restitution, (1) If
a person has gained money or property or caused a victim to
lose money or property through the commission of a crime,
upon conviction thereof or when the offender pleads guilty
to a lesser offense or fewer offenses and agrees with the
prosecutor’s recommendation that the offender be required
to pay restitution to a victim of an offense or offenses which
are not prosecuted pursuant to a plea agreement, the court,
in lieu of imposing the fine authorized for the offense under
RCW 9A.20.020, may order the defendant to pay an amount,
fixed by the court, not to exceed double the amount of the
defendant’s gain or victim’s loss from the commission of a
crime. Such amount may be used to provide restitution to
the victim at the order of the court. It shail be the duty of
the prosecuting attorney to investigate the alternative of
restitution, and to recommend it to the court, when the
prosecuting attorney believes that restitution is appropriate
and feasible. If the court orders restitution, the court shall
make a finding as to the amount of the defendant’s gain or
victim’s loss from the crime, and if the record does not
contain sufficient evidence to support such finding the court
may conduct a hearing upon the issue. For purposes of this
section, the terms "gain" or "loss" refer to the amount of
money or the value of property or services gained or lost.

2) Notwithstanding any other provision of law, this

section also applies to any corporation or joint stock associa-
tion found guilty of any crime, [1982 1st ex.s. ¢ 47 § 12;
1979 ¢ 29 § 3; 1975 1st ex.s. ¢ 260 § 9A.20.030.]

Severability— 1982 1st ex.s. c 47: See note following RCW
9.41.190.

Restitution
condition of probation: RCW 9.95.210.
condition to suspending sentence: RCW 9.92.060.

(1992 Ed)

9A.20.021

disposition wl en victim dead or notfound: RCW 7.68.290.

9A.20.040 Prosecutions related to felonies defined
outside Title 9A RCW. In any prosecution under this title
where the grade or degree of a crime is determined by
reference to the degree of a felony for which 'ne defendant
or another previously had been sought, arrested, charged,
convicted, or sentenced, if such felony is defined by a statute
of this state which is not in Title 9A RCW, unless otherwise
provided:

(1) If the maximum sentence of imprisonment autho-
rized by law upon conviction of such felony is twenty years
or more, such felony shall be treated as a class A felony for
purposes of this title;

(2) If the maximum sentence of imprisonment autho-
rized by law upon conviction of such felony is eight years or
more, but less than twenty years, such felony shall be treated
as a class B felony for purposes of this title;

(3) If the maximum sentence of imprisonment autho-
rized by law upon conviction of such felony is less than
eight years, such felony shall be treated as a class C felony
for purposes of this title. [1975 1stex.s. c 260 §
9A.20.040.]

Chapter 9A.28
ANTICIPATORY OFFENSES

Sections

9A.28.010 Prosecutions based on felonies defined outside Tide 9A
RCW.

9A.28.020 Criminal ancmpi.

9A28.030 Criminal solicitation.

9A.28.040 Criminal conspiracy.

9A.28.010 Prosecutions based on felonies defined
outside Title 9A RCW. In any prosecution under this title
for attempt, solicitation, or conspiracy to commit a felony
defined by a statute of this state which is not in this title,
unless otherwise provided:

(1) If the maximum sentence of imprisonment autho-
rized by law upon conviction of such felony is twenw years
or more, such felony shall be treated as a class A felony for
purposes of this title;

(2) If the naximum sentence of imprisonment autho-
rized by law upon conviction of such felony is eight years or
more but less than twenty years, such felony shall be treated
as a class B felony for purposes of this title;

(3) If the maximum sentence of imprisonment autho-
rized vy law upon conviction of such felony is less than
eight years, such felony shall be treated as a class C felony
for purposes of this title. [1975 1st ex.s. ¢ 260 §
9A.28.010.]

9A.28.020 Criminal attempt (1) A person is guilty
of an attempt to commit crime if, with intent to commit a
specific crime, he does any act which is a substantial step
toward the commission of that crime.

(2) If the conduct in which a person engages otherwise

constitutes an attempt to commit a crime, it is no defense to
a prosecution of such attempt that the crime charged to have

[TIUe 9A RCW—pige 9]
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April 2, 1991
MEMCRANDUM
TO: Representative Robin Taylor

FROM  Christine M Cheff f)
Legislative Analyst

RE Draft Bill -- Fines and Court Appeararces
Research Request 91.193

You asked us to discuss the draft of your bill amending the Alaska Motor
Vehicles Code with the California attorney Weneral s office, compe(rlng it {C
California Code Section 40109 upon which the amendments are based. '

There appear to be sore differences between the draft bill and the California
statutes (Attachment A) which you might like to review before we contact the
California attorney general. For instance, in California, penalties are
attached to vehicle registration only for failure to pay parking fines, and
then only after the vehicle owner or lessee has been properly notified. Also,
we were unable to find a license revocation provision in the law. However the
court can impound for up to 30 days the license of persons convicted of an
infraction if they fail ro pay a fine. The attached table outlines the
provisions in your draft and the California statutes (Attachment B).

W spoke with Bernard Lu, with the California Department of Motor Vehicles
legal department, who did nmede one comment about your draft bill. He said that
penalties for failure to pay fines should be differentiated between those for
parking and moving violations. Because parking violations are recorded against
vehicles, penalties should be attached to vehicle registration. Moving
violations affect a persons driving privileges, therefore penalties should be
attached to the driver's license.

Please let us know what further action you would like taken on this request.
Don't hesitate to call if you have any questions.

Attachments

Motor Vehicles code sections AS 28.10.041, 28.15.031(b)(2), and
28.15.181(g) pertaining to penalties for failure to pay fines or to appear in
court.

COMPARISON TO CALIFORNIA LAWS



COMPARISON TABLE: Alaska and California Motor Vehicle Codes
(Fenalties for Failure to Appear or to Pay Fines)

ALASKA CALIFORNIA
Statute Text Statute Text
AS 28.10.041 Refuses registration to applicant who Sec.4760 Registration renewal can he refused if
fails to appear in court or to pay fine fol a notice of delinquent parking violations
traffic or parking violation. has heen mailed to owner or lessee,
and itemization of penalties and fees
has been filed with the department.
AS 28.15.031(b)(2)  No original or duplicate driver’s license, Sec.40508 Willful violation of promise/continuance/
or renewal or reinstatement to person order to appear isa misdemeanor.
who fails to a?_pear incourt or who _ _ _
fails to pay a fine for a parking or Wllful failure to pay fine for vehicle
moving violation. code violation is a misdemeanor.

AS 28.15.181(g) After the court has provided 10 days The court may impound the driver’s
written notice of impending license license, for up to 30 dayt, of a person
revocation, |tmaY revoke the license of convicted of an infraction of the vehicle
a person who fails to appear in court for code who fails to pay a fine.

a parking offense or moving violation. _ _
Sec.40509 &? Mag/lstr_ate or clerk may notify the
otor Vehicle Department ifan order to
appear incourt has been violated for 15
days or more.
r\ﬁb) Magistrate or clerk may notify the
otor Vehicle Department of a person's
failure to pay a fine for 15 days or more.
Sec.40309.5 @ and (b) same as Sec. 40509.

Prepared by the Legislative Research Agency, April 1991 (91.193).

() Court will mail courtesy warning
notice to defendant 10 days before
sending notice to the department.
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February 23, 1993
MEMORANDUM
T0: Senator Robin Taylor

FROM: Christine M. Cheff
Legislative Analyst

RE: Sanctions for Failure to Pay Traffic Fines or Make Court Appearances
Research Request 93.116

You asked about the Hawaii, Oregon and Washington laws which pertain to sanctions imposed
for failure to pay traffic fines or to make related court appearances. Additionally, you wanted
to know if there were any problems with implementation of the laws, and whether driver's
license revocation and nonrenewal ofvehicle registration are effective sanctions. Your request
is related to draft legislation that is modeled on California Vehicle Code 40509.

From our analysis of the Hawaii, Oregon and Washington laws it is clear that a
differentiation is made between a parking violation sanction, generally nonrenewal of
vehicle registration, and a moving violation sanction which affects driving privileges. That
differentiation was also noted in our previous analysis of the California law upon which your
draft bill is based.!

In the states you asked about, Oregon is the only one which suspends a driver’s license for
failure to appear in court or to pay fines for moving traffic violations, whereas, Haw aii and
Washington have nonrenewal provisions. None ofthe three states suspend vehicle registrations
for failure to pay parking fines. Washington does, however, have a proviso against renewal
of a vehicle registration if the registrant has more than two outstanding parking
violations.

‘Christine Cheff, "Draft Bill - Fmes and Court Appearances,” Legislative Research
Agency Memorandum 91.193, 1991,

ANALYSIS OF HAWAII, OREGON &
WASHINGTON LAWS



Senator Taylor
February 23, 1993
Page 2

No legal opinions related to the sanction laws appear to have bheen issued, either by the courts
or by the states' attorneys general.2

Although we spoke with court personnel about the effectiveness of sanctions, most of the
information we obtained was from persons employed in the driver's license and motor vehicle
registration departments in each state. The primary responsibility for enforcing court
suspensions or nonrenewal orders, as well as for maintaining recordkeeping systems, falls to
those departments. The persons with whom we spoke were knowledgeable concerning the
application of sanctions and provided general overviews of their effectiveness. Although we
were unable to determine what initial problems may have been encountered with implementing
the sanctions programs, the principal recommendation we received from the departments
contacted was that an automated recordkeeping system and communications link should be in
place before implementation.

Summaries of our contacts with the staff of various agencies and of the individual state laws
are provided below.

Hawaii

Highway Safety Code Section 286-109 provides that anyone who fails to respond to a traffic
citation or cummons for violation of traffic laws, or who fails to comply with orders of the
court, may be denied issuance or renewal of a driver's license. There is no provision for
revocation or suspension of driving privileges.

The municipal courts on each island are responsible for notifying the respective traffic
violations divisions about outstanding fines or citations. That information is entered into a
computerized recordkeeping system which serves as the checkpoint when a person makes
application for or attempts to renew a driver's license. Although each island has a traffic
violations division, there is no electronic link between theirrecordkeeping systems. According
to M ilton Hee, manager of the Honolulu Traffic Violations section, the computer systems
throughout the islands are very old and it is, therefore, impossible to track the number of
persons currently on suspension ornonrencwal status. The only comprehensive source for that
information is a computer printout. W hen an outstanding obligation has been satisfied, the
court will issue a clearance notice to the traffic violation division and the person's name is
removed from the computer.

2We conducted a WESTLAW search ofthe Attorney General Opinions and case law for
Hawaii, Oregon and Washington, and called the Attorney General's office in Oregon.
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Hawaii does not have a statutory provision for suspension or nonrenewal of a vehicle
registration for outstanding parking fines. Persons who fail to respond to a summons ofr
citation for an illegally parked vehicle may be issued a penal summons to appear in court
(Traffic Code Section 291C-168). Failure to appear in court can result in the person’s arrest
(Traffic Code Section 291C-169).

Oregon

Under Oregon law (ORS 809.210 and 809.220), failure to appear (FTA) for a court hearing
or to pay a traffic fine will result in the suspension of a person's driving privileges.3 There
are no sanctions (other than lowing) for failure to pay fines related to parking offenses.

The Oregon Department of Motor Vehicles (DM V) is electronically connected to over 300
courts statcwide-district, municipal, justice, and circuit. According to Jeanelle Naatz. Data
Entry Division supervisor, about 12,000 FTAs are processed by the division each month. Ms.
Naatz believes that the incidence ofrepeat offenders is quite high, possibly 50-75 percent. The
courts clear between 6,000 and 7,000 driver's licenses for reinstatement per month. A fter five
years, a statute of limitations allows the violator to clear a suspension by simply coming to the
DMV office and paying the fine, plus interest. No court appearance is necessary.

Lane Borg, manager of the Criminal Division for the Multnomah County Circuit and District
Courts, believes that sanctions are not particularly effective because of the limitations on
enforcement, Conceivably, a person may drive on a suspended orexpired license for five years
and then clear the record without having to go to court.

W ashington

Currently, the only sanction for those who fail to appear in court or to pay parking fines is
nonrenewal ofadriver's license (RCW 46.20.031(3) or vehicle registration (RCW 46.16.216)
respectively.

A bill to suspend driver's licenses for FTAs related to moving violations has been introduced
in the legislature, but at present the offense is a misdemeanor (RCW 46.64.020). Anyone with
two or more outstanding FTAs within five years s guilty of "failure to comply"
(RCW 46.64.027), which is a gross misdemeanor punishable by up to one year in the county
jail or a fine of up to $5,000, or both (RCW 9A20.020).

3In Oregon an FTA refers to outstanding fines as well as to failure to appear in court.
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Approximately 85 of the 150 eligible court jurisdictions in Washington participate in the
automated wvehicle registration suspension program maintained by the state's Title &
Registration Department. Statewide, the department processes 30-35 parking violation
suspensions per day. Bob Bardish, internal operations manager, says that over 50 percent of
the suspensions which come in during a week are cleared by the end of that week.

Copies ofthe statutes referenced in this memorandum are attached. | hope the information will
be useful. Please do not hesitate to call if we can be of further assistance.

Attachments
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SPONSOR STATEMENT

SENATE BILL 166

The intent of this legislation is to encourage individuals to pa
outs_tandln(T; fines  related to moving vehicle citations an
parking offenses. The bill provides specific means by which this
goal can be accomplished: Namely drivers license revocation and
non-renewal of mofir vehicle registrations.

Senate Bill 168 was designed to provide the court system and
municipalities throughout Alaska ~with additional leverage to
collect * outstanding fines. It would also apply when an individual
fails to appear in court, as ordered.

The Dill duplicates House Bill 368, which lintroduced in the
17th Alaska  State Legislature.

| believe SB 166 would be a valuable tool for use by the courts
in_addressing the problems of scofflaws, especially” those who
failed to appear in court orpay a fine imposed by the courts.

The bill is based on statutes from other states. The experience
in Washington state indicates that over 50 percent of those who
receive notice of possible sanctions clear up outstanding
matters within one week.

Hydcr « Kc SPONSOR STATEMENT . \vMngell
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SENATE BILL 170

- AN ACT RELATING TO THE INCOME OF THr PERMANENT FUND -

Senate Bill 170 places into statute the concept of "real earnings"” and
applies that concept to the provisions for the uses of Permanent Fund

earnings.

CONCEPT OF REAL EARNINGS:

There are several ways in which income of a fund can be calculated.
When all cash receipts are counted without regard to the effects of inflation,
the earnings are often referred to as "NOMInal eamings." In contrast, "real
earnings" are the amount by which nominal earnings exceed inflation.

For any long-term preservation of a fund, and particularly in times of
any significant inflation, the concept of real earnings is extremely important
to the management of an endowment fund. Any endowment which is
designed to last for a sustained period of time must be concerned about its
purchasing power and earning power. Inflation tends to erode a fund; to
offset this a fund must grow (in nominal terms) at the same rate as inflation
just to preserve its purchasing or earning power. In this context, a fund can
afford only to pay out earnings which are in excess of the rate of inflation —
real earnings.

APPROPRIATENESS FOR THE PERMANENT FUND:

| believe that the voters, in establishing the Permanent Fund, intended
for the Fund to be truly permanent in the sense that its purchasing power and
earning power should not be eroded over time. In this context, a real
earnings approach is most appropriate for the Permanent Fund. The only
earnings which should be put on the table for use each year are the real

earnings.
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In contrast, under present statutes all of the nominal earnings are put
on the table for appropriation each year. The Legislature then allocates the
earnings to dividends, inflation-proofing, and the earnings reserve account.
With SB170 the inflation-proofing would be automatic and the Legislature
would provide for the allocation of real earnings between the dividends and
the earnings reserve account.

EFFECT ON PERMANENT FUND EARNINGS RESERVE:

Since there would be no further need to reserve earnings for inflation-
proofing, the required size of the Permanent Fund Earnings Reserve (PFER) is
not as great. There would, however, be a reason to retain some amount in
the PFER to cover 5-year averaging provisions, such as the payout rule on
dividends, regardless of whether the real earnings concept is used. SB 170 is
silent on the issue of the PFER and does not require any change from present

PFER policy.

EFFECT ON DIVIDENDS:

The bill leaves untouched the underlying formula for calculation of
dividends. However, since the earnings on which dividends are based are
real earnings rather than nominal earnings, there will be a slower rate of
long-term growth in dividends, and there could be a temporary drop in the
amount transferred to the dividend fund, depending on the Permanent
Fund's actual performance in the next few years. These transfers are shown
under a variety of earnings assumptions in the attached financial forecasts.

OTHER CHANGES:

One additional change, although minor, is that the effect of inflation
on the fund will be calculated using the average annual balance of the Fund,
rather than the Permanent Fund's present practice of using the balance as of

the end of the year. *
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SUMMARY:

The overall effect of SB 170 will be that the Permanent Fund will be
made more permanent, as the question of inflation-proofing will be
removed from the annual process of allocating earnings. Earnings will be
more realistic, as they are reflective of the actual economic earnings of the
Fund. However, the effect of converting to a real earnings basis for the
annual allocation process will also lower the amount put on the table for
appropriation each year. The result will be better protection for the Fund, and
a better representation to the State of the maximum amount which properly
could be used each year.
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PERMANENT FUND PROJECTIONS

The attached projections from the Alaska Permanent Fund
Corporation show the effect of different earnings assumptions on the size of
the Permanent Fund, as well as the amount of each year's earnings and
transfers to the dividend fund, through the Year 2000. It should be pointed
out that these forecasts are still in a nominal-earnings format, even though
they are correctly calculated as if SB 170 is in effect.

Most of the forecasts provided by the Permanent Fund Corporation are
based on recent investment performance and long-standing assumptions
which the Corporation has used regarding nominal earnings and inflation.
The forecasts were also done under two different assumptions: in one case
the amount of real earnings which are not paid out in dividends is invested
in the PFER; in the other case the amount not paid out is transferred to the
general fund.

At my request, the Permanent Fund Corporation also did three
additional runs, which reflect the higher earnings assumptions suggested in
the Ibbotson Associates' report (enclosed). The Ibbotson report was
commissioned by the Legislative Budget & Audit Committee late last year
and received in January 1994. This report shows the expected average annual
return (9.33%) on the Permanent Fund once the Permanent Fund reaches its
target portfolio, which is higher-yielding than its present portfolio because of
a greater amount of assets invested in higher-yielding securities. The report
also suggests two different asset allocations, which yield higher returns of
10.31% and 11.33% respectively. It should be pointed out that these returns
are from Ibbotson, and not necessarily agreed to by the Permanent Fund

Corporation.
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MEMORANDUM

DATE:  January 20, 1994
TO:  « Senator Steve Reiger

FROM: Jim Kell o _
Research « Liaison Officer

SUBJECT:  Analysis of Senate Bill No. 170

Per your request, the Alaska Permanent Fund Corporation has updated
our previous analysis of Senate Bill No. 170. Please note, however, that
there are eight financial proltecuons attached as part of this analysis as
well as a copy of the population projections used to calculate percapita
dividends. Note: The model takes the July 1 population numbers (with a
one-year lag to allow for the one-year” residency requirement)” then
multiplies by 90 percent (Ibased on 1992 actual experience) to arrive at an

approximation of future eligible Permanent Fund dividend applicants.

The additional financial projections are included to provide a more
complete perspective on the possible outcomes of passage of SB 170,

Four Variations on the Status Quo

Financial Projfection #1. This is the status quo case (with per capita
dividends) as of November 30, 1993, It provides the benchmark against
which to compare and contrast any changes to current law.

Financial Projection #2: This is the same as the status quo case except

this projection assumes for all years after fiscal 1994 that all income

rGemalnlln agter dividends and inflation-proofing is appropriated to the
eneral Fund.
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Financial Projection #3. This is the same as the status quo case
(Financial Projection #1) except the rate of return for all years after fiscal
1994 is 8.37 percent and the inflation rate is 4 percent.

Financial PI’OJeCtIOH #4. This is the same as Financial Projection #3,
that is, the rate of return for all years after fiscal 1994 is 83/ percent and
the inflation rate is 4 percent, but it also assumes that all income
remaining after dividends and inflation-proofing is appropriated to the
General Fund.

Four Variations on Senate Bill No. 170

Financial Projection #5: This Is the_projection hased on SB 170 as
Written (assuming an effective date of July 1, 19943_wh1ch makes the
following chan?es to the status quo; gl) inflation-prodfing Is treated as a
return of capital to Fung Bprm,u al and Is qlven first priority over any
other use of what has historically been called net Income; “(2) a new
accountm? freatment for Fund income Is established: "real income"”, which
equals net income minus inflation-proofing; and (3) real.income Is ysed to
compute each year's dividend distributior - except during, a transitjonal
Pen d In fiscal years 9-5-99 in which net income is u?ed Instead of real
ncome for the yéars In which real income was not calculated.

Financial P_rogec_tmn #6: This is the same as Financial Pro ectl?n #
except that [ike Financial Prerct_lon #2, this _pr_cr)]Jecnon assumes for al
}/erilr _after fiscal 1994 that all income rema‘nl % after dividends ana
nflation-proofing is appropriated to the General Fund.

Financjal Projection #7. This Is the same as Financial Prog'ection 5
except that like Financial Projection #3, this projection assumes that the

rafe of return for all years after fiscal 1994 is 8.37 percent and the
Inflation rate Is 4 percent.

Financial Projection #8: This is the same as Financial Pro&ectlon #0
that 1s, SB 170°with g rate of refurn for all years. after fiscal 1994 of 8.37
percent and an Inflation rate of 4 percent,"but it al8o assumes that all
{H%o&ngnrgrrgla&ryrr]] after dividends and inflation-proofing is appropriated to
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For Your Information: These projections are based on a certain set of
basic assumptions; the numbers shown on these sheets would change if
different assumptions were used. The assumptions wused in the
preparation of each projection are listed at the bottom of each projection
sheet, and explained herein.

It is the Corporation's policy to use conservative assumptions wherever
possible. Thus, the Fund's long-term rate of return is projected to average
three percent per year after inflation; long-term inflation is projected to
average six percent per year; and the assumptions for future dedicated
State oil revenues are taken from the Department of Revenue's most
recent 'low-case" forecast. The population assumptions used in the
computation of future per capita dividend payments are derived from the
Middle Series of the Department of Labor's "Population Projections™ dated

November 1991.



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL USE OF FUND INCOME
. %ﬂactated . D istributions Reserves

m p e ) @&1}9’1‘ @(Em Iaﬁ Net Per Capita Inflation- General Add FY End
FY Orlgil(ms Revenues ng ance Income Dividends Dividends Proofing  Fund (Delete) Balance  FY
[ 0 54 54 2 1 78
179 54 84 139 8 7 79
i 30 139 344 483 32 12 12 80
3l 483 900 385 1,769 150 28 28 59 59 8l
2 1,769 800 400 2,969 368 71 $1,000.00 71 185 244 82
33 2,969 400 2 231 4,021 471 108 $386.15 231 110 110 354 83
34 4,021 300 366 151 4,838 530 175 $33159 151 203 557 84
35 4338 300 368 235 5,741 658 217 $404.00 235 206 763 85
86 5741 323 216 6581 1,021 303  $55656 216 501 1564 " 86
87 6,281 1564 " 170 148 7,864 1,069 391  $708.19 148 529 529 87
aa 7,864 418 303 8585 789 424  $826.93 303 62 591 88
39 8,585 228 360 9,173 863 460 $673.16 360 4 44 635 89
90 9,173 267 454 9594 916 487  $952.63 454 4 (30) 605 90
a1 9,894 435 559 10538 1,030 489  $93154 559 4 (24) 581 91
92 10,888 338 477 11,703 1,036 468  $91554 477 5 64 645 92
193 11.703 5— 315 362 12585 1526 532  $949.46 362 5 820 965 33
9 1235 5 A0s-j+ 36 129F 1061 - 563 0%64X- 36 _ IZI. 10— A
95 12,975 5 209 528 13,717 1538 567 $1,00150 528 118 1511 95
9 13,717 5 214 557 14,493 1514 617 $1,02850 557 134 1545 96
97 14,493 221 589 15508 1,393 654 $1,06550 589 145 1489 37
98 15508 % 230 622 16,166 1,478 681 $1,08450 622 169 1659 98
9 16,166 4 222 984 17575 1.650 747 $1,165.00 984 (44) 1,615 90

? 17,375 4 204 1,055 18,538 1,799 806 $153050 1,055 (66) 1549
18,638 4 189 1,130 19561 1,912 869 $159750 1,130 (91) 1,458 1
2 19,961 4 177 1509 21551 2,027 935 $156850 1509 (121) 1,337 2
3 21,351 5 165 1531 22512 2,146 1,005 $1,44150 1591 (155) 1,182 3
4 22,812 5 153 1578 24548 2569 1,066 $1,49850 1578 (180) 1,002 4
5 24548 5 139 1,470 25562 2596 1,129 $155550 1,470 (207) 794 5
S 25,962 5 126 1566 27558 2528 1,193 $1,81450 1566 (236) 558 8
7 27,658 5 115 1,667 29,445 2,665 1560 $157550 1,667 (267) 2091 7
8 29,445 5 106 1,783 31520 D 2508 1530 $1,73650 1,763 (291) 8
31520 98 1549 32572 336 2,956 1,402 $1,799.00 1549 9
2.972 % 90 1.629 34,698 355 3,112 1,477 $156650 1,629 10

UmU|a |VeTotaIsiProjectsthc: B

R4 2Q10- o UTRN ISII0R2338 19BR0* ley*

REALIZED RATE OF RETURN ASSUMPTIONS: *Department o( Revenue Fall 1993 Low-Case Revenue Forecast
" Earnings reserve appropriated to Fund principal by the legislature July t, 1937.
Nominal Inflation Real Translorrad to principal from earnings reserve account per AS 37.13.145(d).
IFY94:2/ 7.71Ma 2.907 4,73% *'" Based on capital market assumptions adopted by the Trustees in Apnl 1993.
IFY95'-98:.— 8.37% 4.00% 4.37%

iFY 99-20101; 9.00% 6.00% 3.00% STATUS QUO WITH PER CAPITA DIVIOENDS



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of November 30,1993

f GROWTH OF FUND PRINCIPAL USE OF FUND INCOME
Dedicated Inflation- Distributions Reserves
[_ FY Begin Appro- State Inflation- FY Erd Proofing Net Per Caprta Inflation- General Add FY End
1FY Balance Onations Revenues* Proofing Balance Shortfall Income (Dividends Dividends  Proofing Fund (Delete) Balance  FY
78 0 54 54 2 1 78
79 54 84 139 S 7 19
30 139 344 483 32 12 12 80
31 483 900 385 1,769 150 28 28 59 59 8l
82 1,769 800 400 2469 366 71 $1,00040 7 185 244 32
33 2,969 400 421 231 4,021 471 108  $386.15 231 110 110 354 83
4 4,021 300 366 151 4,838 530 175  $33149 151 203 557 34
85 4,838 300 368 235 5,741 553 217  $404.00 235 206 763 85
88 5741 323 216 6481 1,021 303 $55648 216 501 1464 " 86
87 6,281 1464 " 170 148 7464 1,069 391  $708.19 148 529 529 87
88 7,864 418 303 8485 789 424 $82193 303 62 501 S3
89 8485 228 360 9,173 368 460 $873.16 360 4 44 635 89
90 9,173 267 454 9494 916 487  $95243 454 4 (30) 605 0
9l 9,834 435 559 10,688 1,030 489  $93144 559 4 (24) 581 91
92 10,888 338 477 11,703 1,036 488 $91544 477 5 64 645 92
93 11.703 5" 315 362 12485 1426 532  $949.46 362 5 320 965 3
oo 12£8F 5 2087 37BUE2H5. 10611 5539%60CE° 3B - 12 A
95 12775 5 209 523 13,717 1438 587 $140140 528 118 1,092 95
96 13,717 5 214 557 14,493 1403 616 $1,02100 557 125 - 1,092 9%
97 14,493 5 221 589 15408 1471 651 $1,060.00 589 126 1,002 97
15408 6 230 622 16,166 1,443 674 $1,072.00 622 142 1.092 98
9.@ 16,166 4 222 984 17475 1,637 734 $1,14440 984 (85) 1,006 99
0 17475 4 204 1,055 18,638 1,742 737 $140040 1455 (104) 903 0
1 18,638 4 189 1,130 19461 1,851 845 $146040 1,130 (128) 775 1
é 19,961 4 177 1409 21451 1,963 907 $142540 1409 (157) 618 2
21,351 S 185 1491 22412 2,078 974 $1494.00 1491 (192) 427 3
4 22412 S 133 1478 24448 2,198 1,032 $1,44940 1478 (218) 210 4
5 24448 5 133 1,433 25425 37 2421 1,093 $140440 1,433 (210) 5
25425 5 128 1488 27444 275 2,449 1,158 $146240 1488 6
67 27444 5 115 1456 28421 291 2433 1421 $1,62140 1,356 7
8 28421 5 108 1,427 30460 308 2,721 1489 $1,68140 1,427 a
9 30460 5 98 1402 31465 326 2466 1459 $1,74240 1402 9
31465 6 90 1479 33,640 344 3,017 1,432 $140740 1479 10
éﬂmulaUvBTotaIzProlectndI— .V o
W cBBtfW 48aotfer: -tz BB 1530055223121 -184047-511 S
REALIZED RATE OF RETURN ASSUMPTIONS: ' Department o( Revenue Fall 1993 Low-Case Pavenue Forecast
” Earnings reseive appropriated to Fund principal by the Legislature July 1.1987.
Nominal Inflation Real Transferred to principal from earnings reseive account per AS 37.13.145(d).
FYUr 7.71% 2.98% 4.73% m" Based on capital market assumptions adopted by the Trustees in Apnl 1993.
FY 95-91*«" a.37% 4.00% 4,37% STATUS QUO WITH PER CAPITA DIVIDENDS,

FY99712010::" 9.00% 6.00% 3.00% EXCEPT ALL REMAINING INCOME TO GENERAL FUND



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS

(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL

USE OF FUND INCOME
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Dedicated Inflation- DIS'[rIbUtIOﬂS ReserveS
FY Begin Appro* State Inflation- FY End Proofing Net Per Capita Inflation- General Add FY End
Fy Balance  priations Revenues* Proofing Balance Shortfall Income Dividends Dividends  Proofing Fund (Delate) Balance
78 0 54 54 2 1
79 54 34 139 8 7
80 139 344 483 32 12 12
81 483 900 385 1,769 150 28 28 59 59
* 82 1,769 800 400 2,963 368 71 51,000.00 71 185 244
33 2,989 400 421 231 4,021 471 108  5366.15 231 110 110 354
184 4,021 300 366 151 4,838 530 175 533149 151 201 557
85 4,838 300 368 235 5,741 658 217  5404,00 235 206 763
88 5741 323 216 6,281 1,021 303 555640 216 501 1464
87 6.281 1364 " 170 148 7,864 1,069 391 5708.19 m 148 529 529
88 7,864 418 303 8,585 789 424 582643 303 62 591
89 8,585 228 360 9,173 366 460 5873.16 360 4 44 635
90 9,173 267 454 9,894 916 487 595163 454 4 (30 605
a1 9,894 435 559 10,888 1,030 489 593144 559 4 (24) 581
92 10,888 338 477 11,703 1,035 488 5915.84 477 5 64 645
93 11.703 5 ek 315 362 11385 1426 532  5949.46 362 5 320 965
W 23 5 20L  37BSH 12#5£Hv, 1:.06U 563504300 3B s 121 108/
95 12375 5 209 528 13,717 1438 587 $140140 528 118 1405
9% 13,717 5 214 557 14,493 1,313 617 $1,02840 557 134 1,339
97 14,493 S 21 589 15,308 1,393 654 51,06540 589 144 1,483
98 15,308 6 230 622 16,166 1,477 681 51,08440 622 169 1,652
99 16,166 6 22 656 17,049 1,567 734 51,14340 656 171 1,824
0 17,049 6 204 690 17,950 1,658 778 $1,18640 690 183 1007
1 17,950 6 189 726 18471 1,752 324 $142740 728 196 2403
"2 18371 7 177 762 19416 1,849 872 5147100 762 208 1411
H | 19316 7 165 800 20,788 1,949 921 $1417.00 300 221 1632
N 20,788 7 153 838 21,787 1053 972 $146100 838 235 1867
5 21,787 3 130 877 22411 1160 1,025 $1,407.00 877 250 3,117
6 21811 d 120 918 23483 1271 1,080 $1,45540 918 265 3483
7 23363 3 115 960 2486 1,136 $140440 960 282 3,564
8 24346 9 106 1,0p 28,063 1504 1,194 $145440 1,002 299 3463
" 26,063 9 98 1,047 27417 1628 1455 $1,60440 1,047 317 4480
0 | 27317 |S 10 d 90 1.093 26,409 1756 1417 $1458.00 1.093 336 4,617
Cumulattve. TotalS'Projected-
Foir?=ttt99C&rtd£lv—J':°&z Tu A 130335 P4 19bs-s213zi--13,035E8n @
REALIZED RATH OF RETURN ASSUMPTIONS: ' Depanment of Revenue FaH 1993 low-Case Revenue Forecast
" Earnings reseive appropnated to Fund pnnapal by the Legislature July 1,1987.
Nominal Inflation Real "* Transferred to prindpai from earnings reseive account per AS 37.13.145(d).
771% 198% 4755T " " Based on capital maricet assumptions adopted by the Trustees in Apnl 1993.

4.37% STATUS auo BUT ASSUMES AN 8.37% RATE OF RETURN AND 4% INFLATION,
FOR ALL YEARS AFTER FISCAL 1M4

8.37% 4.00%
8.37% 4,00% 4.371%
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39
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FY Begin
Balance
0

54

139

483
1,769
2,969
4,021
4,338
5741
6,281
7,864
8,585
9,1/3
9,894
10,888
11.703

123

12,975
13.717
14,493
15,308
16,166
17,049
17,950
18,871
19,816
20,788
21,787
22,811
23,863
24,946
25,063
273217

Appro-

priations

900
800
400
300
300
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Dedicated

State

Revenues*

54

84
344
385
400
421
366
368
323
170
418
228
267
435
338

— 315

205

209
214
221
230
222
204
189
177
185
153
139
126
115
106

98

90

CumulattvB-'"Totais-Proiectedrr.
iForFC199g7201(MInNS2.;ZZ2Z"M"M g

%/I FY94:

REALIZED RATE OF RETURN ASSUMPTIONS:

b FY'95-98:****

FY 995-2010S,.

“

Nominal
7.21%
8.371a
8.37%

Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS

(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL

Inflation- FY End
Proofing Balance
54

139

483

1,769

2,969

231 4,021

151 4,838

235 5,741

216 6,281

148 7,864

303 8,585
3C) 9,173

454 9,894
559 10,888
477 11,703

362 12X85
37877 12%
528 13,717
557 14,493

589 15,308

622 18,166

656 17,049

690 17,950

728 18271

762 19,816

800 20,788

838 21,787
877 22211

918 23,303

960 24,946
1,002 26X63
1,047 27,217
1,093 28,409

Inflation Real

2.98% 4.73%
4.00% 4.37%
4,00% 4.37%

USE OF FUND

Inflation- D istributions
Proofing Net Per Capita  Inflation*
Shortfall Income Oividends Dividends  Proofing
2
3
32 12
150 28
368 71 51,000.00
471 108  3386.15 231
530 175  $331.29 151
658 217  3404.00 235
1,021 303 355626 216
1,069 391  3708.19 148
789 424 3821x33 303
868 480 3873.16 360
916 487  3952.63 454
1,030 489  $931X4 559
1,038 488  5915.34 477
1.226 532  3949.48 362
1,084 5531:$964100-, 376
1,238 587 $1,001X0 528
13303 616 $1,026X0 557
1,371 651 $1,059.00 589
1,443 674 $1,072X0 622
1217 722 $1,123X0 656
1,594 759 31,155X0 690
1,672 798 31,187.00 726
1,752 838 31220X0 762
1334 879 $1253X0 800
1218 921 $1287X0 838
2,005 964 $1220X0 877
2,094 1,008 $1256X0 918
2,185 1,054 $1291X0 960
2279 1,100 31,428X0 1,002
2J376 1,149 $1,464X0 1247
2,477 1,198 31203X0 1,093

hﬂ%ﬁl:n%!- i4408R521a8UBv

13238a

INCOME

General
Fund

12
28
71
110

a b~ B~ D

u.St -
118
124
126
141
134
138
142
145
148
152
156
160
164
168
172
178

’ Depanment ol Revenue Fall 1993 Low-Case Revenue Forecast.

" Earnings reserve appropriated to Fund principal by ttie Legislature July 1.1987.

Reserves

Add

FY End

Delete) Balance

59
185
110
203
206
501
529

62

44
(30)
24)

64
320

122.

"m Transferred to principal Irom eammgs reseive accoait per AS 37.13.145(0).

Based on caprtal martet assumptions adorned by the Trustees in Apnl 1993.
STATUS QUO BUT ASSUMES AN 8X7% RATE OF RETURN AND 4% INFLATION,
AND ALL REMAINING INCOME TO GENERAL FUND

59
244
354
557
763

1,264
529
591
635
505
581
645
965

1,087

1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,037

4

78
9
80

82
34

85
** 86

w O O
BRBREBEZ

[{e]
S

88YL8 K

© 0O N Ol WN B O
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Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS

Dedicated
rY Begin Appro* State Inflation-
IFY Balance pnatlons Revenues* Proofing
178 0 54
79 54 84
80 139 344
3 483 900 385
82 1,769 300 * 400
83 2269 400 421 231
84 4,021 300 366 151
85 4,338 300 368 235
86 5741 323 216
e 6,281 1,264 " 170 148
Ifl 7,364 1 418 303
89 835 228 360
0 9,173 267 454
111 9.894 435 559
92 m 338 477
93 11.703 5— 315 362
94 12,385. 5 Z)?S* 3E|-
9% 12,975 5 209 528
96 13,717 5 214 557
97 14,493 5 221 589
98 15,308 6 230 622
99 16,166 4 222 984
0 17,375 4 204 1.055
1 18,638 4 1R9 1,130
2 19,961 4 177 1,209
3 21,351 5 165 1,291
4 22212 5 153 1,378
5 24,348 5 138 1,470
6 25,962 5 126 1,566
7 27,658 5 115 1,667
8 29,445 5 106 i@
9 31,330 5 98
0 33219 6, . 90 1005
éumulatf\?ésTo?lsProlamBd%tnv o
FOBEYIt994"2an"L-.&"2: 12255
REALIZED RATE OF RETURN ASSUMPTIONS:
Nominal Inflation
FY 94: 7.71% Z98%
FY95~98i$***" 8.37% 4.00%
FY 9972010;- 9.00% 6.00%

(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL

FY End
8alance
54

139
483
1,769
2269
4,021
4,838
5,741
5281
7264
8285
9,173

h::3

11,703
12285

25

13,717
14,493-
15208
16,166
17275
18233
19261

A,

242<0
25262
27,658
29,445
31230
33,319
35.420

Reel
4.73%
4.37%
3.00%

Inflation-
Proofing Net
Shortfall Income
2
8
32
ISO
368
471
530
658
1,021
1,069
789
868
916
1,030
1,036
1226

1,238
1218
1,408
1,509
1,749
1,895
2,052
2,221
2,402
2238
2206
3,027
3263
3214
3,782
4.068

*Department of Rwenue Fall 1993 Low-Case Revenue Forecast

USE OF FUND INCOME
. Distributions

Per Capita General

Inflation-

Proofing Dividends Dividends

231
151
235
216
148
303
3S0
454
559
477
362

523
557
583
622
984
1,055
1,130
1209
1291
1273
1,470
1,566
1,667
1,773
1,386
2.005

12

28

71
108
175
217
303
391
424
460
487
439
488
532

$1,000.00
5386.15
$33129
$404.00
$55626
S708-19
$82623
$873.16
$952.63
$931.34
$91524
$949.46

5396400

532
503
481
445
414
428
445
465
488
536
588
645
706
772
843
920

$902.00
$830.00
$770.00
$692.00
$52420
$63020
$64020
$65520
$574.00
$72820
$70620
$84820
$91520
$986.00
$1,061.00
$1,141.00

Fund

110

Jlo o s~ >~

Reserves
Add FY End
(Delete) Balance
59 59
185 244
110 354
203 557
206 763
501 1264
529 529
62 591
44 635
(30) 605
(24) 581
64 645
320 965
7 1®
173 1261
252 1213
333 1,346
436 22fi?
348 2,630
408 3.038
473 3211
543 4,054
618 4,672
679 5251
743 6,094
812 5206
885 7,791
963 8,754
1,048 9,802
1.138 10,940

" Eammgs reserve appropriated to Fund pnnapaJ by tfie Legislature July 1,1987.

***Transferred to pnnapal from earnings reserve account per AS 37.13.145(a).
**"' Based on capital marfait assumptions adopted by the Trustees in Apnl 1993.

SENATE BILL 170
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i FY Begin
jFY  Balance
178 0
79 54
80 139
8l 483
82 1,769
83 2,969
34 4,021
35 838
86 5741
87 6,281
88 7,864
89 8,535
90 9,173
01 9,894
92 10,888
S3 11.703
94 1235
95 12775
9% 13,717
97 14,493
98 15.308
9 16,166
10 17,375
1 10,638

2 19,961
Hj 21,351
4 22]112

5 24848

6 25862

7 27,658

8 29,445

9 31830
10 33819

Appro-

Dedicated
ptate

priations  Revenues’

900
800
400
300
300

1854

mmmmmmmmhhhhmmmmmm

54
84

344

385

400

421

366

368

323

~ 170
418

228

257

435

338

315

209

209
214
221
230
222
204
189
177
163
153
130
128
115
106

98

90

Curaulattre.TotalsiBrcjectecfc;.
ForEftt994K 2flt0fc;

REALIZED RATE OF RETURN ASSUMPTIONS:

FY94:.

Frgscoasrri

FY99F2flt(».:

liuJ&

NominM
7.71%
8.37%
9.00%

Alaska Permanent Fund Corporation

Inflation-
Proofing

231
151
235
216
148
303
360
454
559
477
362

K-S «123/5

528
557
589
622
984
1,055
1,130
1809
1-291
1,378
1,470
1,568
1,667

1

2.005

Inflation
296%
4.00%
6.00%

FINANCIAL PROJECTIONS

(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL

FY End
Balance
54

139

483
1,769
2859
4,021
4838
5,741
6881
7,864
8855
9,173
9894
10888
11,703
12885

13,717
14,483
15806
16,166
17875
18,638
19861
21851
22812
24846
25862
27858
29,445
31830
33819
35,420

Real
4.73%
4.37%
3.00%

Inflation-

Proofing Net
Shortfall Income
2
8
32
150
368
471
530
658
1,021
1,069
789
868
916
1,030
1,036
1826
101
1838
1,303
1,371
1,443
1837
1,750
1,863
1892
2,123
2860
2,404
2855
2,715
2,863
3,060
3847

*Department 0i Revenue Fall 1933 Low-Case Revenue Forecast

Inflation-
Proofing

231
151
235
216
148
303
360
454
559
477
362

375 - 863 $9GEMN\

528
557
589
622
984
1,055
1,130
1809
1891
1J/8
1,470
1,566
1,667
1,773
1886
2.005

USE OF FUND INCOME

D istributions
Per Capita General

Dividends

12

23

71
108
175
217
303
391
424
460
487
489
488
532

532
502
475
433
390
388
387
388
389
413
438
464
492
521
552
584

Dividends

A S ®
5386.15
S33189
$40480
$55686
$708.19
$82683
$873.16
$95283
$33184
$91584
$949.46

$90280
$82780
$76080
$67180
$58480
$56780
$55180
$53880
$52100
$54980
$57280
$59680
$62280
$64880
$87100
$70580

Fund
1

12
28
71
110

Ulo o » » &

173
238
302
382
259
302
346
392
438
464
492
520
551
583
617
652

Reserves
Add FY End

(Delete) Balance [FY
78

79

60

59 59 lil
185 244 82
110 354 ‘83
203 557 84
206 763 65
501 1,264 - 86
529 529 87
62 591 88
44 635 89
(30) 605 90
(24) 581 91
64 645 92
320 965 93
122w ® 9%
1,087 95

1,087 96

1,007 97

1,087 Is
1,087 99
1,087 0
1,087 1
1,087 2
1,087 3
1,087 t
1,087 5
1,087 6
1,087 7
1,087 8
1,087 9
1.087 10

V 2

" Earnings reserve appropriated to Fund principal by the legislature July 1,1987.

* Transferred to principal from earnings reserve account per AS 37.13.145(d).
Based on caprtal martet assumptions adopted by the Trustees in Apnl 1993.

SENATE BILL 170 EXCEPT ALL REMAINING EARNINGS TO GENERAL FUND



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL USE OFFUND'NCOME
Dedicated Inflation- DIStrIbU'[IOHS Reserves
FY Begin Appro- State Inflation- F!'End Proofing Net irrtlation- Per Capita General Add FY End
Fy  Balance priations Revenues* Proofing Balance Shortfall Income Frooting Dividends Dividends Fund (D'lete) Balance  FY
78 0 54 54 2 1 7"
79 54 84 139 8 7 79
30 139 344 483 32 12 12 80
31 483 900 385 1,769 150 28 28 59 5 81
82 1,769 300 400 2369 368 71 $1,000.00 71 185 244 82
83 2,969 400 421 231 4,021 471 231 108  $386.15 110 110 354 83
84 4,021 3@ 366 151 4,838 530 151 175  $33139 203 557 84
85 4,838 300 368 235 5,741 658 235 217 $404.00 206 763 85
86 5741 323 215 6,281 1,021 216 303 $55636 501 1364 - 86
87 6,281 1264 - 170 148 7,864 1,069 118 391  $708.19 529 529 87
88 7,364 418 kb 8,585 789 303 424 $82633 62 591 88
89 8,585 228 360 9,173 868 360 460 $87116 4 44 635 89
90 9,173 267 15 9,894 916 454 487  $952.63 4 (30) 605 90
a1 9,894 435 559 10388 1,030 559 439  $93134 4 (24) 581 a1
92 10,338 338 477 11,703 1,036 477 488  $91534 5 64 645
11.703 5 315 362 12385 1.226 362 532 $949.46 5 320 965 %

94 12,385. 5: 2D9V- 37SF  12~75%" 1,06*5 376 i } ® ]108731 94
95 11975 5 209 528 13,717 1338 528 532 $90230 173 1361 95
96 13,717 5 214 557 14393 1,318 557 503 $83030 * 252 1313 83
97 14,493 5 221 589 15,308 1,408 589 481  $770.00 333 1846 97
93 15,308 6 230 622 16,166 1309 622 445  $692.00 436 2382 98
99 16,166 6 222 656 17,049 1,622 656 435  $658.00 525 2307 99

0 17,049 6 204 690 17350 1,744 690 471 S699.00 576 3383 0

1 17,950 6 189 726 18371 1,872 725 512  $74100 628 4,012 1

2 18371 7 177 762 19316 2,007 762 556  $79330 682 4,633 2

3 19,816 7 165 800 20,788 2,149 800 605 $847.00 737 5,430 3

4 20,788 7 153 838 21,787 2397 838 657 $90100 796 6326 4

5 21,787 8 139 877 22311 2,454 877 711 $961.00 857 7,083 5

6 22311 8 128 918 23383 2,617 918 770 £1,023.00 922 8,005 6

7 23,863 8 115 960 24346 2,789 960 831 $1,08630 990 3,995 /

24,946 9 106 1,002 26,063 2,970 1,002 896 $1,15100 1,063 10,058 d

8 26,063 9 98 1,047 27317 3,160 1,047 965 $1321.00 1,140 11,198 9
10 27217 10 90 1,093 28,409 3360 1,093 1.037 $139430 1321 11419 TO
Cumulinrvfr-Toiala-firolpcted-. # . " V.
FOr.FY?1994-20105t~;'2;77Z T wv-13£33£< 35Z«?.  134R7MAlbi958aS1553aR"™: N:£~. W Aﬂ.’i

REALIZED RATE OF RETURN ASSUMPTIONS: ' Department of Revenue Fall 1993 Low-Case Revenue Forecast
" Earnings reserve appropriated to Fund principal by tfie Legislature July 1,1987.
NomlnelJ Inflation Real w*Transferred to pnnapal from earnings reserve account per AS 37.13.145(d),

FY 94: 7.71% 198% 4.73% " " Based on capital martlet assumptions adopted by the Trustees in Apnl 1993.
FY35Vo8ts$tr:. 8.37% 4.00% 4.37% SENATE BILL 170, BUT ASSUMES AN 837% RATE OF RETURN AND

FY 95*25107- 3.37% 4.00% 4.37% A 4% RATE OF INFLATION FOR ALL. FISCAL YEARS AFTER FY 1994
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79
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132

183

35

87

8SR888

33
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Dedicated
rY Begin Appro- State
Balance  priations  Revenues*

0 54

54 64

139 144
483 900 385
1,769 800 400
2,969 400 421
4,021 300 366
4,838 300 368
5741 323
6,281 ues " 170
7,854 418
3385 228
9,173 267
9394 435
10,888 338
11.703 5 315
]Z%JV ..5 209
12,975 5 209
13,717 S e 214
14,493 5 221
15308 6 230
16,166 6 222
17,049 6 204
17,950 6 189
18,871 7 177
19,816 7 165
20,788 7 153
21,787 8 139
22311 8 126
23,863 8 115
24,946 9 106
26,063 0 98
27317 10 90

Cumulative.-Total*iProi«ct»d-

For PV

REALIZED RATE OF RETURN ASSUMPTIONS:

Alaska Permanent Fund Corporation

Inflation-
Proofing

231
151
235
216
148
303
360
454
559
477
362

36

528
557
589
622
655
690
726
762
800
838
877
918
960
1,002
1,047
1.093

HB3w>.-C 27777 13m

Nominal

8.37%
8.37%

Inflation

4.00%
4.00%

FINANCIAL PROJECTIONS

(in millions)

as of Nov8mDer30,1993

GROWTH OF FUND PRINCIPAL

FY End
Balance
54

139

483
1,769
2,909
4,021
4,838
5,741
6,281
7,864
8,585
9,173
9,894
10,888
11,703
12.385

1296

13,717
14.4S3
15,308
16,166
17,049
17,950
18771
19,816
20,788
21,787
22,811
23,863
24,946
26,063

27,217
28,409

4.37%
4.37%

Inflation-

Proofing Not
Shortfall Income
2
8
32
150
368
471
530
658
1,021
1,069
789
868
916
1,030
1,036
1226
1061
1238
1,303
1371
1,443
1,517
1,594
1,672
1,752
1,834
1,918
2,005
2,094
2,185
2279
2276
2.477

30,116

' Department of Revenue FaM 1993 Low-Case Revenue Forecast

Inflation-
Proofing

*

231
151
235
216
148
303
360
454
559
477
362

528
557
589
622
656
690
726
762
800
838
877
918
960
1,002
1,047
1,093

USE OF FUND INCOME
Distributions

Per Capita Genera*

Dividends

28

108
17S
217
303
391
424
460
487
489
488
£32

532
502
475
433
412
432
453
475
497
520
544
568
593
618
644
671

Dividends

51,000.00
5336.15
533129
5404.00
555626
$708.19
$82623
$373.16
$952.53
$93124
$91524

.5949.46

$902.00
$327.00
5760.00
$671.00
5620.00

b

$670.00
5687.00
$705.00
$72220
$74120
$76020
$779.00
5798.00
$818.00

Fund
1
7
12
28
71
110

@ (_gju'lmh-b-h

17
238
302
382
444
465
486
508
530
553
576
600
625
650
676
704

Reserves

Add FY End

(Delete) Balance  FY
78
79
80

59
185
110
203

501
529-
62

(30)
)

320
122

5 8
244 82
354 83
557 84

85
\%

763
1,264 "
529 87
591 88
635 89
605 90
581 91
645 92
965 33
108/ e
1,087 95
1,087 96
1,087 97
1,087 98
1,087 99
1,087 0
1,087 1
1,087 2
1,087 3
1,087 4
1,087 5
1,087 6
1,087 7
1,087 8
1,087 9
1.087 10

~ Earnings reserve appropriated to Fund principal by the Legislature July 1.1987.

*" Transferred to principal from earnings reserve account per AS 37.13.145(d).
Based on capital market assumptions adopted try the Trustees in Apnl 1993.

SENATE BILL 170, BUT ASSUMES AN 827% RATE OF RETURN AND 4% INFLATION
AFTER FY 1994, AND ALL REMAINING EARNINGS TO GENERAL FUND
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Alaska Permanent Fund Corporation

financial projections

(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL

Dedicated
: FY Begin Appro* State
77 Saiar.M prlations  Revenues'
78 0 - 54
oZE 54 84
60 139 344
il 483 900 385
82 1,769 800 400
183 2.969 400 421
84 4,021 300 368
85 4,838 300 368
86 5741 313
87 6J281 1.264 - 170
83 7,064 413
189 8,585 228
£0 9,173 26?7
91 9,894 435
92 10,868 338
S3 11,703 5 315
A 12,355 & 209
12,975 7 209
& 13,718 7 214
' 14,497 8 221
jé| 15,314 8 230
; 9? 16,175 8 222
[ 17,060 8 204
17,963 9 189
[2 18,887 9 177
G 19,836 9 165
20,811 10 153
5 21,813 1 139
5 22,841 n 126
7 23,698 12 115
Li 24,985 12 106
26,108 13 98
10 27267 14 o
cumulatlvo Totals Projected
For FY 1994 *2010: 2777

inflation-
Proollm;

231
151
235
216
143
303
380
454
559
477
302

376

526
558
A
622
656
691
726
763
800
m
879 '’
919
961
1,004
1,040
1.095

13.954

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal
IFY 94: 7.71'0
IFY 95-93: *— 2.93V,

iFY 99* 2010: =:27i

Ir.tlatior,
2,ii%
4 00%
4,03ii

FY End
Balance
54

139

483
1,769
2,965
4,021
4,338
5,741
6,281
7,664
8,585
9,173
9,874
10,883
11,703
12.385

12,975

13,718
14,497
15,314
16,175
17.060
17303
18,887
15,338
20,811
21,813
22,341
23,898
24,985
26,106
27.257
28,466

f*eai

1.73%
5.92%.
5.22"

Inflation-
Proofing Nel Inflation-
Snortlall Income Proofing
2
8
32
150
368
471 231
530 151
658 235
1,021 216
1,069 148
789 303
863 360
916 454
» 1,030 559
1.036 477
1.225 362
1,061 376
1,481 528
} 1,559 553
1,540 589
% 1,726 622
1 1,701 6S6
1,786 691
1,374 726
1,964 733
2,056 800
2.151 639
2,249 875
2.349 919
2451 9G1
2,557 1,004
2,667 1,049
2.760 1.095
34.052 13,054

USE OF FUND INCOME

D istrib

Dividends

12

28

71
108
175
217
303
391
424
460
487
489
488
532

553

557
554
556
543
541
556
572
587
603
031
660
690
720
751
783
817

10,675

Transnélﬁrea opd aggopnate&?gaFurd

“foin eamings

Eased cr. cairiiji meir.ei assumptions adopred by the Trustees in April 1?92

utions

Per Capita General

Dividends

SLGOOOO
5386.15
$331.29
$404.00
$55626
$708.19
$826.93
$073.16
$652.63
$931.34
$915.84
5949.45

$964.00

$948.Q0
$919.00
$897.00
$855.00
$830.00
$83X00
$836.00
$640.00
$845.00
$966.00
$888.00
$911.00
$934.00
$958.00
$982.00
$1,007,00

$15,314

Fund
1
7
12
28
71
110

U @u A~ b

389
440
488
553
496
531
568
605
643
671
69S
729
759
790
822
855

10.041

Reserves

Add

FY End

(Delete) Balance

59
185
110
203
206
501
529

62

(30)
(24)

64
320

122

59
244
354
557
763

1,264 "
529
591
635
60S
581
645
955

1,087

1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1,087
1.087
1,087
1,087
1,087
1,087
1,087
1,087

Wﬁ@rﬂ%%ﬁ
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Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(in millions)

as of November 30,1993

GROWTH OF FUND PRINCIPAL USE OF FUND INCOME
Dedicated Inflation* Distributions Reserves
FY 3egin  Appro- State Inflation- FY End Proofing Net Inflation- Per Capita General Add FY End
Fy Balance prlatlans Revenues’ Proofing Saience Shortfall Income Proofing Dividends Dividends Fund (Delete! Balance FY
78 0 54 54 2 1 78
79 54 84 139 8 7 Il
80 139 344 483 32 12 12 Bj
8l 483 900 385 1,769 I1SO 28 28 59 59 o
62 1,789 800 - - 400 2,969 388 71 51,000.00 71 185 244 82
83 2,969 400 421 231 4,021 471 231 108  $386.15 110 110 354 83
M 4,321 300 366 151 4,838 530 151 175  $331.29 203 557 84
[1 4,838 300 368 235 5,741 658 235 ' 217  $404.00 206 753 es
S6 5741 323 216 6,281 1,021 216 303 $556.26 501 1,264 ” 86
87 6,281 1,264 M 170 148 7,364 1,069 148 391  $708.19 529 329 37
83 7,884 418 303 8,535 789 303 424 5826.S3 62 391 88
89 3iS5 228 360 5,173 868 360 460 5873.16 4 44 635 S3
920 9,173 267 454 8,894 918 454 487  $952.63 4- (30) 60S 90
[e\V 9,894 435 559 10,888 1,030 559 489  $931.34 4 (24) 581 91
Ha 10,888 338 477 11,703 1.038 477 488  $915.34 5 54 645 92
=3 11.703 5 315 362 12.385 1.226 362 532  $949.46 5 320 965 82
94 123H L) 20 3715 1295 1,061 376 553 $964.00 5 122 10fl7 94
95 12.975 7 209 528 13,719 1,540 528 564  $959.00 442 1,067 95
ué6 13,719 B 214 558 14,498 1,522 558 567  $941.00 489 1,037 96
97 14,498 6 21 589 15,316 1,707 589 576  $931.00 534 1,087 97
rial 15,316 9 230 622 16,177 1,795 622 570  $900.00 595 1,087 58,
99 16,177 9 2 655 17,064 1,889 656 588  $907.00 636 1,087 99
0 17,064 10 204 691 . 17,969 1,995 691 610  $931.00 666 1.087 0
1 17,963 10 189 o 727 18,895 2,082 727 648  $955.00 697 1,087 1
2 18,395 n N 763 19,846 I 2,162 763 680  $981.00 723 1,087 2
3 19,546 12 165 801 20,824 2,285 601 713 $1,007.00 760 1,087 n
4 20,824 13 153 84" 21.830 2,381 BID 746 $1,033.00 793 1,087 t i
5 21,830 13 139 879 282 2,500 879 780 $1,059.00 827 1,087 5
6 22,862 14 126 920-* 23522 2,511 920 315 $1,087.00 861 1,087 6
LZ] 23922 15 15 ¥ 24 2,726 962 852 $1,115.00 897 1087 7
8 25,014 16 106 1,005 26,142 2,844 1,005 889 $1,143.00 934 1,087 8
"9 26,142 1? 98 13350 27,307 2,966 1,050 927 $1,172.00 972 1,087 9
10 27.307 18 0O 1,097 28,512 3.092 1.097 967 $1,202.00 1,011 1,087 10
Cumulative Totals Projected )
For FY 1994 -2010: 2,777 1304 37,280 13.064 12051 S17.2B7 11.946
REALIZED RATE OF RETURN ASSUMPTIONS: *Department of Revenue Foil 1933 Law-C2se Revenue Forecast
“ Earnings reserve appropriated lo Fund principal by.lhe Legislature July 1, '.957.
Nominal Inflation Real *" Translnrret! Ic principal Irom earnings reserve account per AS 37 13.U£(-)
iFY 94: 7.71% 2.95% 4.72% Sased or.csr.-tjO iT.afViet MV cTpi'ons Copied Dy the Trustees in Aprii 1952
iFY 95-38....... 10.31% 4.00% c.2:% SENATE BILL 170. BUT ASSUMES A 10 31% RATE OF RETURN AND 4% INFLATION

iFY S9-2010: 4co% £31% AFTER FY IS?:, AMO ALL REMAINING EARNINGS TO GENERAL FUND



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS

(in millions)

at of November 30,1993

GROWTH OF FUND PRINCIPAL

Dedicated
FY Begin Appro- Stale Inflation-
FY Balance priationa Revenues' Prooflnn
2h 0 54
79 54 84
60 139 — 344
~8v 453 900 385
Y, 1,769 800 400
183 2,969 400 421 231
4.021 300 36S 151
85 4,838 300 358 236
86 5741 323 216
87 6,281 1,264 " 170 148
88 7,864 418 303
89 6,585 228 360
90 9,173 267 454
91 0,654 435 SS9
82 10.S58 338 477
jo3 11,703 57 315 362
N 1235 5 an 376
95 12,975 8 209 528
9% 13,720 9 214 558
97 14,500 10 221 589
Ji] 15,320 10 230 622
j 99 16,153 n 222 657
0 17,073 12 204 692
1 17,980 13 189 727
2 18,905 14 177 764
3 19,664 15 i(5) 602
4 20.846 16 153 641
5 21.655 17 139 881
6 22.892 18 126 922
1 25956 20 115 964
_ 8 25,056 21 106. 1.007
9 26,191 23 96 1,052
‘iff 27.363 24 90 1.099
Cumulative Totals Projected
FORVIA000. 377, 130F
REAJZED RATE OF RETURN ASSUMPTIONS
Nominal Inflation
FY 34. *T*% 98%
FY 95 98: " " 11 3L% j

FY 99 *2010: O wL00%

FY End
Balance
54

139

483
1,769
2.959
4,021
4,838
5,741
6,201
7.864
8,585
9,173
9,894
10,888
11,703
12,385

12975

13,720
14,500
15,320
16,183
17,073.
17,980
18,909
18,864
20,846
21,855
22,892
23,958
25,056
26,191
27,363
23.577

Reh«
ul73%

e 3t*c

Inflation*
Proofing Nit
Snortfall income
2
8
32
150
368
471
530
658
1
1.009
789
83
916
1,030
1,036
1.226

1GaL

1,702
1,792
1,36
1,585
2.088
2,194
2,302
2.413
2,527
2,644
2,765
2,889
3,016
3,148
3,283
3.424

41120

Inflation*
Proofing

231
151
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148
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360
454
559
477
362

528
558
589
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657
692
727
764
8C2
841
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922
964
1,007
1,052
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130M™

USE OF FUND

D istributions
Par Capita Ganstnl

Dividends

2

28

71
108
175
217
303
391
424
460
487
489
488
532

B3

581
602
629
644
683
717
753
790
828
857
907
948
991
1.034
1,079
1.125

Dividends

S1,000.00
$386.15
$331.29
$404.00
$556.26
$708.19
$826.93
$873.16
$952.63
$931.34
$915.84
$949.46

6400

$989.00
$1,002.00
$1,022.00
$1,022.00
$1,060.00
$1,089.00
$1,117.00
$1,147.00
$1,178,00
$1,208.00
$1,239.00
$1,272.00
$1,305.00
$1,338.00
$1,372.00
$1,408.00

INCOME

Fund

Basgan
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Alaska Permanent Fund Corporation

P.O. Box 25500 Juneau, Alaska 99802-5500
1907) 465-2047

January 13, 1994

Senator Randy Phillips

Legislative Budget & Audit Committee, Chairman
State Capitol Building, Room 103

Juneau, AK 99801-1182

Dear Senator Phillips:

Thank you for providing us with Ibbotson's reporton the assetallocation of the Alaska
Permanent Fund Corporation (APFC), We are pleased to provide this initial response
to the report. Communication on this issue will continue as the board commences its

annualreview of APFC's assetallocation atthe February 3 meeting in Juneau.

Since April 1993, the APFC has been involved with a significant portfolio restructuring
program under the direction ofthe Board of Trustees. Upon com pletion, the APFC will
place significantly less emphasis on passive investmentand more on active
managementofthe equity securities portfolio. This program has been undertaken with
ourinvestmentconsultant, Callan Associates, Inc. (Callan), providing
recommendations and advice ateach step of the program. Once completed, anumber
ofthe issues mentioned in the Ibbotson Associates AssetAllocation study will have

been addressed.
A fterreading the Ibbotson report, Callan made the following observations:

1. Recentoperformance has been good because the board and staffhave done a good
job ofadopting sound strategic allocation policies and employing good managers.

2. Movementtoward current strategic targets atan accelerated pace may be
particularly importantsince much of the strong performance over the pastseveral
years is attributable to extraordinary bond returns which are unlikely to continue
given the current low levelofinterest rates. Obviously, we all agree with this



January 13, 1994
Senator Randy Phillips
Page 2

assessmentand you, through significant funding of global portfolios in recent
months, have already essentially reached die strategic target allocations.

3. Diversification within the domestic equity portfolio could be improved with a
greatercommitment to the small and mid-cap sector. Callan shares this view and
yourstaffrecognizes die under-representation in this area and plans to address it
through the hiring oftwo small/mid-cap domesdc equity managers in the first half

of 1994,

4. Diversification within the fixed-income portfolio could be improved with explicit
allocations to major segments such as mortgages. As discussed atlength atour
recent meeting, the effects of statutory limitadons on fixed-income management
must be carefully considered. The use of derivadve securities, lower-rated bonds
and non-US$ denominated bonds are all influenced by current (statutory)
restrictions. In addition, managing liqguidity to meetannualdividend requirements
isincreasingly affecting the fixed-income portfolio. Nonetheless, broader
diversification of the fixed-income effort warrants further discussion and already
has been scheduled for the upcoming board meeting. As an aside, | was pleased to
see that Ibbotson recognized the fee savings and good performance thathas been
achieved to date. It also is important to note thatatleastover the pastseveralyears
an allocation to mortgages would have hindered performance.

5. Ibbotson's expected equity returns are extraordinarily high relative to die firm's
expected bond returns. M ule I sincerely hope that they are correct, the very large
premiums and the high absolute levels may resultin an underestimation ofnear-
term risk associated with more aggressive strategies. Relatedly, we, staffand the
board have all acknowledged that heavierequity commitmentwould result in
greaterexpected returns over the long run butwe all also recognize thatshorter-
term consistency in returns is particularly importantto the Fund since the annual
dividend is potentially atissue. Finally, itis importantto note thatthe "aggressive”
alternative suggested results in full utilization of the statutory equity maximum of

50% .

6. Ibbotson very clearly advises that the board control assetallocation ata more micro
level than ithas in the past. Specially, the study advises that the board set specific
allocations within the fixed-income and domestic equity areas and make extensive
use of specialists in the international area. The directions suggested are contrary to
the bhoard's movementtoward providing less restrictive guidelines to its managers,
paiticularly the global managers. | think that this is an important issue that already
has been discussed atlength during 1993 and warrants continued close monitoring
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and review as we gain experience with the current structure. My current view is
that the board's basic asset allocation plan, while theoretically vulnerable to the
actions of the managers, will not be adversely affected. Each managerhas indicated
that itis highly unlikely that they would make sudden dramatic shifts from dom estic
to international portfolios. We, therefore, will be able to identify any potential
problem before itundermines the program. You are continuing to use some
specialists internationally and are planning to add specialists in domestic mid-cap
securities. In sum, Ibbotson's management structure comments are important and |
agree that the structure, particularly the domestic structure, should be on the board’s

agenda for 1994,

The staffofthe APFC agree with Callan's remarks. Should the Legislative Budget &
Audit Committee (LB & A) like to discuss in greater detail these conclusions, we
recommend thatmyselfand a representative of Callan Associates, Inc. be invited to
appear before the Committee. The APFC would be pleased to make the necessary

arrangements.

We would like to express our appreciation for LB & A's efforts and those of Ibbotson in
conducting this review . Itis always helpful to receive more than one independent view
ofthis most importantsubjectofassetallocation. In addition, we would be pleased to
have Ibbotson presenttheirreport to the Board of Trustees at its meeting on February 3,
1994 atthe APFC offices in Juneau.

Sincerely,

W illiam H. Scott
Executive Director
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Permanent Fund Corporation (APFC). We are pleased to provide this initial response
to the report. Communication on this issue w ill continue as the board commences its
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assessment and you, through significant funding of global portfolios in recent
months, have already essentially reached the strategic target allocations.

3. Diversification within the domestic equity portfolio could be improved with a
greatercommitment to the small and mid-cap sector. Callan shares this view and
your staffrecognizes the under-representation in this area and plans to address it
through the hiring of two small/mid-cap domestic equity managers in the first half

of 1994,

4. Diversification within the fixed-income portfolio could be improved with explicit
allocations to major segments such as mortgages. As discussed atlength atour
recent meeting, the effects of statutory limitations on fixed-income management
must be carefully considered. The use of derivative securities, lower-rated bonds
and non-US$ denominated bonds are all influenced by current (statutory)
restrictions. In addition, managing liquidity to meetannual dividend requirements
is increasingly affecting the fixed-income portfolio. Nonetheless, broader
diversification of the fixed-income effort warrants further discussion and already
has been scheduled for the upcoming board meeting. As an aside, | was pleased to
see that Ibbotson recognized the fee savings and good performance thathas been
achieved to date. It also is important to note thatat leastover the pastseveralyears
an allocation to mortgages would have hindered performance.

5. Ibbotson’'sexpected equity returns are extraordinarily high relative to the firm's
expected bond returns. W hile | sincerely hope thatthey are correct, the very large
premiums and the high absolute levels may resultin an underestimation ofnear-
term risk associated with more aggressive strategies. Relatedly, we, staffand the
board have all acknowledged that heavierequity commitmentwould resultin
greater expected returns over the long run butwe allalso recognize thatshorter-
term consistency in returns is particularly importantto the Fund since the annual
dividend is potentially atissue. Finally, itis importantto note thatthe '"aggressive"
alternative suggested results in full utilization ofthe statutory equity maximum of

50% .

6. Ibbotson very clearly advises that the board control assetallocation ata more micro
level than it has in the past. Specially, the study advises thatthe board set specific
allocations within the fixed-income and domestic equity areas and make extensive
use of specialists in the international area Hie directions suggested are contrary to
the board's movementtoward providing less restrictive guidelines to its managers,
particularly the global managers. | think that this is an importantissue thatalready
has been discussed atlength during 1993 and warrants continued close monitoring
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and review as we gain experience with the current structure. My current view is
that the board's basic asset allocation plan, while theoretically vulnerable to the
actions ofthe managers, willnot be adversely affected. Each manager has indicated
that it is highly unlikely that they would make sudden dramatic shifts from dom estic
to international portfolios. W e, therefore, will be able to identify any potential
problem before itundermines the program. You are continuing to use some
specialists internationally and are planning to add specialists in domestic mid-cap
securities. In sum, Ibbotson's management structure comments are important and |
agree that the structure, particularly the domestic structure, should be on the board'’s
agenda for 1994,

The staffofthe APFC agree with Callan's remarks. Should the Legislative Budget &
Audit Committee (LB & A ) like to discuss in greater detail these conclusions, we
recommend thatmyselfand arepresentative of Callan Associates, Inc. be invited to
appear before the Com mittee. The APFC would be pleased to make the necessary

arrangem ents,

We would like to express ourappreciation for LB& A's efforts and those of lbbotson in
conducting this review . Itis always helpful to receive more than one independent view
ofthis mostimportantsubjectofassetallocation. In addition, we would be pleased to

have Ibbotson present theirreport to the Board ofTrustees at its meeting on February 3,
1994 atthe APFC offices in Juneau.

Sincerely,

Executive Director
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Summaiy of Recommendations

Currently, the Alaska Permanent Fund is a well diversified portfolio that has enjoyed
tremendous success in recent years. This success is mainly due to the Board's
knowledge of the importance ofasset allocation and its commitment to diversification.
This has resulted in the Fund earning high rates ofreturn at relatively conservative
levels ofrisk. The Fund is well positioned to reap the benefits of diversification, having
made investments in many different asset classes, both domestic and international.
Also, the Fund appears to be efficiently managed, employing reputable and capabhle
managers for both its equity and fixed income assets. The Fund has the been able to
manage its substantial fixed income portfolio entirely in-house, keeping adm inistrative
costs and outside management fees to a minimum . Several important issues must be
addressed, however, in ordei oensure the Fuad's continued success.

Our analysis suggests the Permanent Fund should alter its asset allocation policy in
order for the Fund to enjoy returns sim ilar to those it has earned in recent years.
Specifically, the Board should consider the following actions:

> Revise its current three-year target asset mix to include a larger allocation
to domestic mid and small capitalization equities, European, Pacific Rim
and emerging market equities, and mortgage-backed securities.

> Adopt a more aggressive investment style by allocating a larger percentage
of Fund assets to equity assets and real estate.

> Revise its equity management plan by setting specific allocations for
international and domestic mid and small capitalization equity managers.

> Set specific target allocations across fixed income sectors.

By implementing these changes, the Board can help ensure that the Permanent Fund
will achieve the highest expected return for its chosen risk level. This will help the
Board achieve its statutory goals of maximizing total Fund return and providing the
maximum amount ofdisposable income to Alaska's citizens.



This report presents recommendations concerning the Alaska Permanent Fund. The
first section provides background inform ation on the procedures we used to perform the
asset allocation study. Tne second section suggests improvements for those portfolios,
and outlines a third portfolio suited to a more aggressive investment philosophy. The
final section provides guidance on several important implementation issues.

I. Analyzing an Investment Portfolio

A first step in analyzing an investment portfolio is determining whether the portfolio

adequately compensates the investor for taking risk. Ideally, the portfolio is efficient in
providing return to the investor; i.e., the portfolio provides the most return possible for
the amountofrisk taken. In reality, however, few portfolios accom plish this objective.

Defining Asset Classes

In order to analyze the Fund's portfolio, we had to decide which assets to include in the
Fund's investment universe. Currently, g Fund invests in 12 different asset classes
that comprise six main categories. The benchmarks used to represent each asset class
inour analysis are listed in Appendix A at the end ofthis report. The asset classes used
inour study are as follows:

U.S. Equity Assent Non-U.S. Fixed Income Assets
Large CaPitalization _ Intermediate-Term Government/Corporate Bonds
Mid/Small Capitalization Long-Term Government/Corporate Bonds
_ Mortgage-Backed Securities
Non-U.S. Equity Assets _
Non-U.S. Fixed Income Assets
Canada
Europe Non-U.S. Government Bonds
Pacific,
Emerging Markets Cash
Other Assets U.S. Treasury Bills
Real Estate



Forecasting Return

We also had to forecast three estimates for each asset class: expected return, expected
risk (as measured by standard deviation), and expected return correlation between
assets. Summary tables ofour forecasts are provided in Appendix B. It is important to
note that our return, risk, and correlation forecasts are |0ng-term— they apply to an
investment horizon of 10 years or more. Our forecasts are passive in nature and,
therefore, would not change dram atically ifwe were to recalculate them a year from
now. Consequently, the portfolio allocations we recommend will remain stable over a
very long time period, and will require few changes over a long-term investmenthorizon.

The basis for our equity return forecasts is the risk-free rate ofreturn and the historical
premium, called an equity risk premium, thatis demanded by investors for holding risky
assets. We use the historical premium because the amount by which common stocks
have outperformed risk-free government bonds has been consistent over time. The long-
term equity risk premium for large capitalization domestic equities over the period
January 1926 to September 1993 was 7.25 percent. Also, many researchers have found
that, as the risk of an investmentincreases, so does its expected return. For this reason,
we forecast the expected return ofother equity asset classes, such as domestic sm all
capitalization equities and international equities, to have greater expected returns.

The basis ofour fixed income return forecasts is the current risk-free rate ofreturn, as
proxiec. by the current yipld on a risk-free government bond with a maturity matching
the investment time horizon. Currently, this rate is 6.31 per:ent, the current yield on
20-year U.S. Treasury bond. To this rate, we add the appropriate maturity premium
(additional return required by investors for relinquishing the use of their money for long
time periods) and default premium (additionalreturn thatcompensates investors for
buying bonds that have default risk, such as corporate bonds) for each class ofbonds for
which we are forecasting returns.

Forinternational fixed income assets, we forecast returns as if the assets were
denominated in U.S. dollars. Since currency fluctuations are expected to average to zero
over time, any short-term currency gains or losses will not affect the long-term return on
international assets. Currency fluctuations do increase risk, however, and are accounted
forin our risk forecasts ofnon-U.S. fixed income assets.

Forecasting Risk

When forecasting the risk of an asset, we typically assume that the future will equal the
past. Therefore, we forecast risk by calculating the historical standard deviation using a
long time period over which we have reliable data, and data thatis representative of
possible future scenarios. Although investment risk can be quantified in a numberof



ways for asset allocation purposes, we believe that risk is best modeled as the annual
volatility of returns, and standard deviation provides an estim ate ofhow much actual
returns may deviate from the average, expected return over time. We use shorter time
periods only when we can identify a permanentand dramatic process shift in the
behavior of an asset class, such as the late 1960s when bond market volatility increased
noticeably from its observed volatility during the previous 40 years.

Forecasting Return Correlation

Return and risk are not the only factors that determine how a portfolio performs. The
correlation between the returns oftwo assets also plays an importantrole in portfolio
performance. Correlation measures how much the returns oftwo assets tend to move
together or move separately. If the returns move together, the assets are positively
correlated. If they move in opposite directions, the assets are negatively correlated. If
no pattern can be detected in the way the assets' returns move, the assets have a return
correlation of zero.

Portfolios comprised only ofassets that have high, positive correlations with each other
are not welldiversified. This tends to exaggerate both upside and downside volatility,
and the risk of the portfolio. On the other hand, portfolios with assets that have low or
negative return correlations will provide more stable returns because, even though some
assets may perform poorly, other portfolio assets will perform better, serving to reduce
portfolio volatility. The benefits of diversification, therefore, are a directresult of
relatively low return correlations among portfolio assets.

W hen forecasting return correlation, we again typically assume that the future will
equal the past. The basis forour forecast ofreturn correlation is, therefore, the
historical correlation between assets, observed over the longest time period for which
reliable data is available.

Determining the Fund's Current Allocation

The amountofthe Fund currently allocated to each asset class was determined by using
information in the Fund's 1993 Annual Report, with supplementalinformation provided
by William L. Means, the Fund's Chieflnvestment Officer. M arketvalues ofall
investments came from the AnnualReport, while Mr. Means provided clarification
regarding the amount currently invested in equities ofdomestic companies with
capitalizations larger than $1 billion (large capitalization equities), the amountcurrently
invested in equities of companies with capitalizations of$1 billion orless (mid and small
capitalization equities), and the amount currently invested in domestic government and
corporate bonds with maturities ranging from one to seven years (intermediate-term ),
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and more than seven years (long-term ). The Fund's current allocation, and its expected
return and standard deviation is given on page 5.

Determining the Fund's Three-Year Target Allocation

The Permanent Fund's investment manual provided inform ation regarding the three-
year target allocation, although some guidelines were too broad for our purposes. For
example, the manual lists a 10 percent target allocation for international equities, but
gives no country-specific allocations. In this case, we assumed the Fund would increase
its international equity exposure to 10 percent, while maintaining the current proportion
invested among sectors. Also, the target allocation constrains the amountinvested in
non-domestic fixed income assets to 10 percent or less, but provides no specific number,
We assumed the amount invested in international debt would decrease in proportion to
the total decrease in the amount allocated to all fixed income assets. The Fund's three-
year target allocation, and its expected return and risk, is listed on the following page.



Current and Three-Year Target Portfolios

Current
Allocation
Asset Class (%)

U.S. Large Capitalization 21.17
Stocks
U.S. Mid/Small 0.65
Capitalization Stocks
Canadian Stocks 0.03
European Stocks 2.54
Pacific Region Stocks 2.94
Emerging Market Stocks 0.42
Real Estate 6.69
Cash 4.64
Intermediate Govt/Corp 30.86
Bonds
Long-Term Govt/Corp Bonds 25.27
Mortgage-Backed Securities 3.94
Non-U.S. Government Bonds 0.85
Expected Return (%) 8.53

Standard Deviation (o) 1.57

3-Year
Target
Allocation
(%)

24.00
6.00

0.04
4.28
4.97
0.72
10.00
0.00
25.32

20.74
3.24
0.69

9.93
9.91



[l. Asset Allocation Recommendations

The next step in our analysis was to improve the Fund's current and target portfolios by
increasing their expected return while keeping expected risk at a constant level.

Allocation with Risk of the Current Portfolio

As shown in the graph on page 7, the Fund's current portfolio does not provide the
maximum amountofexpected return for the amount ofrisk taken. Forexample, the
portfolio labeled "revised current" provides a higher expected return and slightly less
risk than the current portfolio. (The graph is titled "Efficient Frontier" because the line
in the graph represents those portfolios which are the most efficient in providing return
to the investor; i.e., those portfolios provide the maximum return for a given levelof
risk.) The allocations for both the current and revised portfolios, as well as their
expected returns and standard deviations, are shown on page 8.

The current portfolio need not be drastically changed in order to achieve a higher
expected return. In fact, the percent ofthe portfolio invested in equities (approxim ately
35 percent, including real estate) and in fixed income assets (approximately 65 percent),
is the same in both the current and revised portfolios. Rather, the composition of the
equity and fixed income portions need only change. By shifting part of the equity
portion from large capitalization stocks to mid and small capitalization and international
stocks, and part ofthe fixed income portion from cash and long-term bonds to
intermediate-term bonds and mortgage-backed securities, the Fund can achieve a higher
expected return while taking less risk.

Although these changes represent shifts from safer assets to more risky ones, the overall
risk ofthe portfolio actually decreases. This is because domestic mid and small stocks,
mortgage-backed securities, and international stocks have low correlations with many of
the other portfolio assets.

Allocation with Risk ofthe Target Portfolio

The graph on page 7 shows that the Fund's target portfolio also does not provide the
highest possible expected return for the amountofrisk taken. Although both the
allocations ofthe target and revised target portfolios are equally divided between equity
and fixed income assets, the revised target portfolio has a significantly higher expected
return and less risk. The composition of both portfolios, along with their expected
returns and standard deviations, is given on page 8.
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A sset Classes
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The superior tradeoff between risk and return ofthe revised target portfolio can be
accomplished by shifting a larger portion of Fund assets into domestic mid and small
capitalization stocks, international stocks, mortgage securities, and real estate. Again,
these riskier assets have low correlations with many other portfolio assets, and therefore
provide enhanced diversification benefits.

Allocation ofa More Aggressive Portfolio

Although we have analyzed and suggested improvements to both the current and target
portfolios, we have not yet commented on whethereither portfolio is appropriate for the
Fund. Ideally, a portfolio provides enough return to meet the goals ofthe investor while
maintaining a levelofrisk thatis comfortable for the investor. By setting a three-year
target portfolio that has an increased allocation to equity assets, the Board has indicated
that itis comfortable with a more aggressive investment philosophy. In ouropinion,
such an aggressive investing strategy is appropriate and necessary for achieving the
Fund's statutory goals of maximizing total return and providing the maximum amount
ofdisposable income to the citizens of Alaska. Consequently, we believe the Fund
should consider the benefits of investing in the "aggressive portfolio," also shown in the
graph on page 7.

In recentyears, the Fund has enjoyed relatively high returns, particularly on its fixed
income investments. These high returns were due, in part, to rather unique market
conditions, such as a dram atic decline in U.S. interest rates. These market conditions,
however, are not expected to continue in the future, as evidenced by the returns
expected on the current and target Fund portfolios. The potentially lower returns
earned by both these portfolios are important factors to consider, because such low
returns will inevitably lead to lower dividend payments to Alaskans. Ourrecommended
aggressive portiolio, however, with its significant allocations to international equities
and mortgage-backed securities, has an expected return in the range ofthe Fund's
recentreturns. The allocation ofthis aggressive portfolio, along with its expected return
and standard deviation, is provided on page 8.

The graphs on the following page can help to compare the expected performance ofeach
portfolio. The graphs show expected wealth values under the target, revised target, and
aggressive portfolios for five-, ten-, and twenty-year investment horizons. Although the
Board may consider the aggressive portfolio too risky, the graph shows that the majority
of this portfolio's volatility is due to its broad range ofpossible high, pOSlth@ returns, not
negative ones. Forallinvestment time horizons, the aggressive portfolio has a higher
expected wealth value under the best- and expected-case scenarios. Only under the
worst-case scenario does the aggressive portfolio underperform the target portfolio, while
the revised target portfolio performs better than the target, portfolio in a” cases.



£

$75-

§55-
$45-

W orst C ase Scenartrio

E xpected Scenario

B est Case Scenario

3-Year Target Portfolio
Revised Portfolio
Aggressive Portfolio



Testing Our Recommended Portfolios

To ensure the validity ofour recommended portfolios, we tested those portfolios and the
Fund's current and target portfolios for Stabthy. A stable portfolio is one that performs
wellunder a variety ofpossible future market conditions; i.e., the portfolio provides
adequate return for the amountofrisk taken under conditions that differ from our
forecasts. W e tested the portfolios using "worst-case" scenarios where the return ofone
or more assets is lower than expected and the risk is higher than expected. The

follow ing scenarios were used, both individually and in combination, to testour
recommended portfolios:

U.S.equity risk premium decreases to 5 percent

Mid and small capitalization equity return decreases to 15 percent
Europe equity return decreases to 10 percent

Europe equity standard deviation increases to 26 percent

Pacific equity return decreases to 10 percent

Pacific equity standard deviation increases to 34 percent

Emerging market equity return decreases to 10 percent

Return between long-term and intermediate-term bonds increases to !
percent

Intermediate-term bond standard deviation increases to 6 percent
Mortgage-backed securities return decreases to 6 percent
Mortgage-backed securities standard deviation increases to 11 percent
Real estate standard deviation increases to 25 percent

Correlation between U.S. stocks and U.S. bonds increases 30 percent
Correlation between U.S. stocks and non-U.S. stocks increases 30 percent

Under these scenarios, our recommended portfolios provided higherreturns with less
risk thaD either the Fund's current or target portfolios. For example, the improved
target portfolio had 10 basis points more return and less risk than the current target
portfolio when tested under the assum ption that all international markets had the lower
returns and higher risks outlined above. This indicates that the revised portfolios will
perform better over the long run, despite possible extreme underperformance ofsome
markets.
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[1l. Implementation Issues

W hichever portfolio the Board chooses, several issues must be addressed by the Board to
ensure maximum Fund performance. The single most important issue is the degree of
adherence to the chosen allocation. Research has suggested that the asset allocation
decision accounts for over 90 percent of the variability ofreturns on a portfolio, and is
the single largest determinant ofportfolio performance.l Consequently, individual
security selection and active security management, the two factors commonly assumed to
contribute che most to the return ofa portfolio, actually account foronly a smallamount
ofportfolio return variability. Therefore, adherence to the chosen allocation is crucial to
the future performance ofany investment portfolio, including the Permanent Fund.
Accordingly, the Board must decide whether the current investment trategy ofthe Fund
accommodates a strict adherence to the chosen allocation. We address this issue
separately for equity and fixed income assets in the following two sections.

Equity Assets

ASoprril 1993, the Board decided to use active managers only for domestic mid/sm all
capitalization stocks and all international equities. Since our recommended portfolios
are based on passive benchmarks, we believe that the long-term performance we forecast
can be achieved through the use ofpassive managers, although it is certainly possible
for active managers to meet or exceed that performance. For this reason, we believe the

Board's decision to retain active' mangers is appropriate, aS_|0ng as each mana%_er IS
given only that portion of Fund assets that is recommended in the chosen allocation, and
IS required to invest those asseis in the specific, recontmended asset class.

This stipulation is in direct contrast to the Board's new globalinvestment strategy as
outlined in the Fund's 1993 Annual Report. The new strategy allows active
international equity managers to decide when and where to invest Fund assets,
essentially shifting the asset allocation decision from the Board to the manager. As
mentioned earlier, asset allocation, not security selection or active market timing, is the
largest determinant ofportfolio performance. Under the planned strategy, the Fund's
equity alloc tion will shift continuously, violating the most crucial aspect ofstrategic
asset allocation: maintaining a stable asset mix which was chosen based on long-term
forecasts and needs ofthe fund. For this reason, we suggest a slightly modified strategy
where the Board, hires managers that have a specific style ofinvesting. For example,
under this modified strategy, the European equity allocation would be managed by a
manager who specializes in European equities. This type of management strategy would
allow the Board to retain controlover the equity allocation of the Fund

Gary P. Brinson, Brian D. Singer, and Gilbert L. Beebower, "Determinants of portfolio
performance Il: An update,” Financial Analysts Journal, May-June 1991.
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The Fund'd domestic equity managers also have similar control over the asset allocation
decision. Currently, the performance ofeach domestic equity manager is evaluated by
using a benchmark portfolio that consists of 80 percent large capitalization equities and
20 percent mid and small capitalization equities. The equity managers, however, are not
specifically required to invest 80 percent oftheir Fund allocation in large capitalization
stocks and 20 percent in mid and sm all capitalization stocks. A manager could alternate
between large cap and mid and small cap stocks, and still dVEraQe an 80 percent large
cap and 20 percent mid and small cap investment. This manager could potentially be
100 percent invested in large cap stocks when the return in the mid and small cap
market is high, and vice-versa. Again, this causes the overall equity allocation ofthe
Fund to change continuously, and shifts control ofthe asset allocation decision to
individual managers. Because the asset allocation decision is so importantto the overall
performance ofthe Fund, we feel the Board should set specific domestic equity
allocations, and select managers who specialize in each asset class. This will ensure the
maximum expected return for the Fund's equity investments.

Fixed Income Assets

Currently, the Fund's fixed income assets are passively managed in-house by the Fimd's
Chieflinvestment Officer, and are generally treated as a single asset class. Owur
analysis, however, treats the fixed income category as five distinct asset classes, because
gach contributes unique benefits to the overall portfolio. Treasury bills, for example,
provide more liguidity than the other assets, and are, consequently, the least risky.
Also, mortgage-backed securities perform differently from government or corporate
bonds. For this reason, each fixed income asset class must be considered separately in
the asset allocation decision.

Currently, the Board treats all fixed income assets as a single asset class and provides
only a broad allocation directive. This essentially shifts the asset allocation decision to
the fixed income manager. W hile the current allocation across fixed income assets may
be appropriate when viewed in isolation, that same allocation may be inappropriate
when viewed in the context ofthe overall portfolio. The Board has a comprehensive
perspective on the Fund and, as such, should determine the Fund allocation to each
asset class. For this reason, we suggest that the Board set specific target allocations for
fixed income asset classes. In this way, the Board maintains control over the Fund's
asset allocation and ensures maximum overall Fund performance.

Prior to beginning our study, several Board members and senators voiced concern over
the Fund having only one manager for the entire fixed income portfolio. We feel that a
single, capable manager, such as the current manager, can manage a large, passive fixed
income portfolio with few problems, as long as that portfolio has only a small allocation
to mortgage-backed securities, However, ifalarger proportion of funds was invested in

13



mortgage-backed securities (as is our recommendation), it may be required to hire
additional staff. This is because mortgage-backed securities are more complex to
analyze, and the holders ofmortgage securities continually receive principal and interest
payments which must be accurately recorded. Allour recommended portfolios contain
substantial allocations to mortgage-backed securities. Consequently, we suggest that the
Board hire an outside manager to manage the mortgage portfolio, or, at the very least,
hire additional support staff.

Conclusion

Although the Permanent Fund has an excellent performance history, the Fund faces new
and uncertain investment challenges in the coming years. The Board, realizing the
importance ofasset allocation to oveiall Fund performance, has created a target
allocation to meet those challenges. However, as our analysis reveals, the Board can
implement a better allocation for the Fund, one that has higher expected return and less
risk than the Fund's target portfolio. Also, the Board can implementa new investing
policy, one em phasizing an adherence to the chosen allocation. By doing so, the Board
will help ensure the maximum expected performance ofthe Fund over the long-term
investment horizon, thereby providing he highest possible income to the State's citizens
and fulfilling its obligation to those citizens.



Appendix A: Benchmarks Used in Asset Allocation Study

Asset Class
U.S. Large Capitalization Equity

U.S. Mid/Small Capitalization Equity

Canada Equity

Europe Equity

Pacific Equity

Emerging Marketn Equity

Casa

Benchmark Description

S&P 500: A market capitalization-weighted index
0f500 of the largest stocks of companies domiciled
in the United States.

Russell 2000 Index: A market capitalization-
we_lghted index of the stocks of the bottom two
thirds of the largest 3,000 publicly traded
companies domiciled in the United States.

Morqan Stanley Capital International Canada
Total Return Index: A market capitalization-
weighted index of SI large Canadian stocks.

Morqan Stanley Capital International Europe
Total Return Index: A market capitalization-
weighted index of large stocks from Austria,
Belgium, Denmark, Finland, France, Germany,
Ireland, Italy, Netherlands, Norway, Spain,
Sweden, Switzerland, and the United Kingdom.

Morqan Stanley Capital International Pacific
Total Return Index: A market capitalization-
weighted index of large stocks from Australia, Hong
Kong, Japan, Malaysia, New Zealand, and
Singapore.

IFC Emergmg Market_Co_mP_osne Index: A

broad-based, market capitalization-weighted index
of stocks listed in countries with a per capita GDP
below an annually-disclosed flﬂure. Currently, 20
countries are represented in the Composite index.

U.S. 90-Day Treasury Bills; Published by

Salomon_Brothers in International Bond arid Money
Market Performance.
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IT Govt/Corp Bonds

LT Govt/Corp Bonds

Mortgage-Backed Securities

Non-U.S. Bonds

Real Estate

Lehman Brothers Intermediate-Term
Government/Corporate Bond Total Return
Index: A Fortfollo of U.S. government issues
(>$100 million par value?_and investment grade
corporate debt_€>$50 million par value) with an
%ggrsage maturity of 4.42 years as of November 29,

Lehman Brothers Government/Corporate
Bond Total Return Index: A portfolio of U.S.
government issues (>$100 million par value) and
Investment grade corporate debt (>$50 million par
value) with an average maturity of 10.81 years as
of November 29, 1993,

Lehman Brothers Mortgage-Backed Securities
Total Return Index: An index of all fixed-rate
securities backed by mortgage pools of the
Government National Mortgage Association
EGNMA),_FederaI Home Loan Mortgage

orporation (FHLMC), and the Federal National
Mortgage Association SFNMA). The index has an
average maturity of5.39 years.

Salomon Brothers Non-U.S. 1+ Bond Index; A
market capitalization-weighted index of bonds from

Australia, Canada, Germany, Japan, Netherlands,
Switzerland, and the United Kingdom with one

%ear or more to maturity. The average maturity of
onds in the index is 6.95 years.

Wilshire Real Estate Securities Total Return
Index: A market capitalization-weighted index of
approximately 85 real estate investment trust and
real estate operating companies.
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A ppendix B: Forecasts Used in Asset Allocation Study

Forecasts of Expected Return and Standard Deviation

Expected Standara

Asset Class Return Deviation
U.S. Large Cap Stocks 13.56 20.61
U.S. Mid/Small Cap 18.03 32.95
Stocks
Canada Stocks 13.73 24.64
Europe Stocks 13.98 22.69
Pacific Stocks 15.11 28.24
Emerging Market Stocks 21.38 47.00
Real Estate 9.90 13.63
Cash 4.61 2.73
IT Govt/Corp Bonds 5.89 4.10
LT Govt/Corp Bonds 6.37 7.22
Mortgage-Backed 7.45 9.28
Securities

Non-U.S. Gcevt Bonds 6.01 14.75






813 Lancaster Drive
Fairbanks, .Alaska 99712
March 16, 1993

Senator Steve Frank
Alaska State Senate
Room 518

State Capito.l
Juneau, Alaska 9980

jo. . - ado

Re: Limitation of Liability of Volunteers
Proposed New Statute

Dear Steve:

As 1 mentioned in our telephone conversation of Thursday,
March 11, 1993, the Washington, D.C. Council (the equivalent of
its city council) recently adopted D.C. Act 9-353, for the stated
purpose of amending the District of Columbia Nonprofit Corporation
Act "to provide immunity from civil liability for volunteers and
employees of non-profit corporations.” The statute strikes a
careful balance among the competing concerns in this area. I have
drafted a modified version of the statute, attempting to apply
those concepts to Alaska law.

In this letter 1 will try to make the case for adoption of
this or a similar statute. I emphasise that while I have had a
great deal of experience with non-profit corporations, as a
director, officer and attorney, | am writing as a private citizen
and not on behalf of any group or non-profit corporation.

Present Alaska law provides for a few limited kinds of
protection for volunteers. There are special statutes protecting
emergency medical technicians (AS 09.65.090(b)), volunteer
aircraft safety inspections (AS 09.65.092), physicians ana other
medical professionals delivering "good Samaritan™ services (AS
09.65.090(a)), emergency veterinary care (AS 09.65.097), and a
general limitation on the liability of officers and directors of
non-profit corporations (AS 10.20.151(d)). The standards and
rules of liability for each of these exceptions is slightly
different, resulting in confusing and sometimes contradictory
guidelines that depend upon the character of the services
delivered by the volunteer. By far the greatest number of
volunteers have no protection at all. And the organizations for
which they work have no protection at all from the negligence of
the volunteers.

BASIS FORTHE BILL
LETTERFROM ADVOCATE



Senator Steve .Frank
March 16, 1993
Page 2

To the extent that the average volunteer thinks about the

risk of personal Iliability at all, they assume they have some
statutory protection from liability or that if they don"t their
homeowner®s or automobile insurance will protect them. Most of

the time all of those assumptions are false.

There is a second aspect to volunteer liability: the rule of
law called "respondeat superior"™ - the rule that the master will
respond, meaning the "employer"™ 1is liable for the torts of the
"employee" - applies to volunteers in rr.ost instances as well.

Thus, a non-profit corporation may be Iliable for the negligence of
its volunteers.

These risks, are presently managed partially, if at all. In
the best case, non-profit monies are spent on insurance premiums
for liability policies that might be more effectively spent on
(delivery of the services. And areas containing high risk are
simply not serviced at all.

The proposed statute attempts to balance various compecing
interests:

(1) the need to encourage volunteers to donate
their services without risk of personal ruin in the
event they are negligent;

(2) the need to keep and retain employees at non-
Nn.profit corporations, often at substantially lower wages
than equivalent positions in the private sector;

('™ the need to assure non-profit corporations that
they can deliver services without Tfacing financial ruin
in ®»ie event of employee or volunteer negligence; and

(€Y assurance that volunteers, employees of non—
profit corporations and the non-profit corporations will
have sufficient economic stake in risk management that
they do no become careless in the delivery of their
services.

The general scheme of the proposed statute is to ...relieve
volunteers from.their negligence if minimum levels of insurance
are in place at the non-profit corporation. Levels of misconduct
"more serious than negligence or gross negligence are no excuse. A
volunteer could then serve without risk of personal financial
liability for their negligence. The non-profit corporation can
maintain reasonable Ipyplg nf -insurance and be assured it has
adequate protection. And the levels of insurance are high enough
to assure that the non-profit corporations will still act with a
sufficient level or care to protect tne general public.



Senator Steve Frank
March 16, 1993
Page 3

The 1insurance levels required to trigger protection for

volunteers could be extended to employees as well. The amounts o
insurance required could be adjusted to different levels, say to
the levels required for auto 1insurance. The kinds of insurance
required could be chc ~ed to clarify the type of coverages
required. But all of those changes are mere glosses on the
structure. The 1important issue is to get a form of general

volunteer protection in place.

If there is anything 1 can do to assist in the adoption of
this proposal, please do no hesitate to contact me.

Sincerely yours.

James D. DeWit.t

Enclosure



WALTER J. HICKEL, GOVERNOR
PLEASE REPLY TO:

DEPARTMENT OF LAW R o

FAX: 907) 273-3697
3 Y B LDIN
OFFICE OF THE ATTORNEY GENERAL $B GV ENG 17 a0

FAIRBANKS. ALASKA 99701-4679

£ PHONEZ 90745L2811

April 28, 199 3|jgy FAX: (387)451-2846
L L AN PR e -SReTEG4p O

*',\ iikk PHONE: 59071465-3600

iy T FAX:  (937)463-5295

(907)465-3603
(FAX)465-2539
Honorable Steve Frank
Alaska State Legislature
State Capitol
Juneau, AK 99801-1182

Re: SB 184
Dear Senator Frank:

At the request of the Governor®"s legislative office, we
have reviewed SB 184. The bill would create a new statute,
AS 09.65.098, which would immunize employees and volunteers of
certain non-profit corporations from civil liability under certain
conditions. If applicable, the Dbill provides immunity to
individual {employees} and volunteers but does not affect the
liability of the non-profit corporations for whom those individuals
work or provide their services. Proposed AS 09.65.093(a) and (d).

The immunity is predicated on one of two things: The
non-profit corporation must either (1) maintain a minimum level of
liability 1insurance or (2) have administrative operating costs
under $100,000 and be tax-exempt. Proposed AS 09.65.098(b).1 The
bill does not preclude liability for gross negligence,
recklessness, or intentional misconduct. Proposed AS 09.65.098(c).
If enacted, the bil] would apply only to actions that accrue on or
after its effective date. Sec. 2.

As noted, the bill would eliminate the personal liability
of volunteers and[employees® of certain non-profit corporations for
simple negligence, but wouxd not affect the liability of the non-—
profits themselves. It should be understood that, because of this
immunity, there would be no possibility of third party recovery
from a non-profit corporation or an insurer for*an employee®s or

1 We express no opinio \ on the insurance levels used in the bill,
but do suggest that an insurance specialist verify that standard
forms of coverage are available at the levels identified. The
Division of Risk Management in the Department of Administration, or
the Division of Insurance in the Department of Commerce and
Economic Development, may be able to provide assistance in this
area.

REVIEW BY DEPT OF LAW



Honorable Steve Frank Api.il 23, 1993
Alaska State Legislature Page 2
Re: SB 184

volunteer®s personal liability. Even though the non-profit may
have the liability insurance specified in the bill, such insurance
would not provide <coverage for acts or omissions that are
statutorily immunized from liability. Therefore, recovery from the
non-profit or 1its insurer would be 1incumbent on proving direct
negligence by the non-profit itself, or by establishing that the
non-profit is vicariously liable for the acts or omissions of the
[employeej or volunteer.2

We have no comments on legal aspects of the bill other
than the observations above. Please feel free to contact us if you
have further questions.

Sincerely,

CHARLES E. COLE
ATTORNEY GENERAL

CSL.

usan D. Cox (
Assistant Attorney Ceneral

SDC:bap

cc: Deborah E. Behr
Log # 93-004

It is conceivable that there might be circumstances in which a
volunteer could perform a service for a non-profit corporation and
be immune wunder AS 09.65.098(a), yet the non-profit would not
necessarily have direct or vicarious liability. In such
circumstances, there might not be a source of recovery for injured
third parties, notwithstanding the fact that the non-profit may
have liability 1insurance. Conversely, there could be situations
where an employee or volunteer 1is 1immune and the non-profit
corporation definitely has liability, but there is no liability
insurance coverage. See proposed AS 09.65.098(hb).



Naska state legislature
STEVE FRANK Wii/f in Juneau

Juneau. Alaska 99811

(9071 465 3709
Fairbanks. Alaska 99701 Capitol Rm. 417

(907) 4523421

119 N. Cushman. Rm. 213

Senate

TO: Senator Robin Taylor, Chairman
Senate Judiciary Committee

FROM: Senator Steve Frank, Co-Chairman
Senate Finance Committee

RE SPONSOR STATEMENT for CS SB 184 (L & C):
Civil Liability of Volunteers

DATE: January 31, 1994

Senate Bill 184 proposes to make volunteers of non-profit corporations in
Alaska immune to civil liability for damages incurred while on the job.
Immunity will only be granted for civil damages incurred while the
volunteer is performing his/her duties in good faith without being
reckless or grossly negligent.

This immunity will only apply to volunteers of non-profit corporations
which have a liability insurance policy of at least $200,000 per individual
claim, and $500,000 for all claims arising from the same occurrence.

Certain kinds of volunteers are already protected against civil liability in
Alaska law; EMTs, volunteer aircraft saiety inspectors, doctors and other
medical professionals delivering "good Samaritan" services, emergency
veterinary care, and a general limit to liability for oficers and directors
of non-profit corporations.

But for the most part, individual volunteers in Alaska have no statutory
protection from liability. This bill is necessary to allow volunteers of
non-profit corporations to give their services freely without the threat of
a lawsuit and personal ruin. Volunteers are an important, powerful
resource in our state and they deserve protection from liability.

Thank you for hearing this bill.

SPONSOR STATEMENT



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
i<J07) 465-J867 or 465-2450

F.-1X (907) 465-2029 130 Seward Street, Suite 409
Mail Slop 3101 Juneau, Alaska 99S01-2105
MEMORANDUM February 1, 1994
SUBJECT: Sectional Summary of CSSB 184 (L& C)
TO: Senator Steve Frank
FROM: Michael F. Ford/”

Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be
considered an authoritative interpretation of the bill and the bill itself is the best
statement of its contents. If you would like an interpretation of the bhill as it may
apply to a particular set of circumstances, please advise.

Section 1. Provides that a person who volunteers for a nonprofit corporation is not
liable for civil damages that result from an act or omission of that person, if the
nonprofit corporation isinsured orisexemptfrom applicable insurance requirements.
Limits the immunity to acts or omissions that are not intentional, reckless, or grossly
negligent. Establishes liability insurance requirements that must be met in order to
create immunity for volunteers. Provides that for acts or omissions of a volunteer a
nonprofit corporation that is insured as required by this section is only liable up to
the limit of the corporation's policy of liability insurance.

Section 2. Applicability section.

Section 3. Effective date.

MFF:pl
94-090.pIm

SECTIONAL ANALYSIS



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 184(FIN)
1994 LEGISLATIVE SESSION Work draft 8-LS0954\E 1/21/94

Revision Date; 01/21/94 Dept. Aifected- Alaska Court System
Title: An Act relating to civii liability of BRU: Trial Courts
volunteers of certain nonprofit corporations Components:

Soonsor: Frank
Requestor: COMPONENT SERIAL NO. 768

EXPENDITURES/RE\ ENUES (Thousands of Dollars)

OPERATING EXPENDITURES FY 95 FY 96 FY97 FY98 FY 99 FYOO
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT *

LAND & STRUCTURES

GRANTS &CLAIMS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES ()

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS
FULL-TIME
PART- ME
TEMPORARY

Estimate of current year (FY 94) cost: ? None

ANALYSIS:  (Attach a separate page if necessary)
No fiscal impact

Prepared by: C. S. Christensen I, Staff Counsel Phone; 264-J228

Ager.cy. Alaska Court System Date: 01/21/94

Approved by:  Arthur H. Snowden, Il. Administrative VAV R S

Agency: Alaska Court System Jate: 01/21/94
PREPARER TO PROVIDEALLDISTRIBUL  FISCAL NOTES : OFFICE
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FISCAL NOTE

STATE OF ALASKA BILL NO.CS SB 184

1994 LEGISLATIVE SESSION

Pi-vision Dale:  L/24/94 Department Affected: Commerce and Economic Development

Titlee Volunteers and Employees of Nonprofits BRU. Insurance
Component:  Operations

Sponsor:  Senator Frank

Requestor: COMPONENT SERIAL NO. 3%4

Emenditures/flevenues:
OPERATING EXPENDITURES FY
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCaLANEOQOUS
TOTAL OPERATING

FY 97 FY
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CAPITAL EXPENDITURES 0 0 0 0 | 0
CHANGE IN REVENUES () 0 0 0 0 0

FUND SOURCE

1002 Federal Receipts

1003 GF Metch

1004 GF

1005 GF/Program Receipts

1006 GH/MHT1A

Other

TOTAL

Estimate of current year (FY 94) cost: $ 0
POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0 0 0 0 0

O O O O o o o
O O O o o oo
O O O O o oo
O O O o o o o
O O O O o o o

o o
o O
o o
o O

ANALYSIS: (Attach a separate page if necessary.)
No fiscal impact

Prepared by:  Joan Brown. Administrative Officer Phone:  465-2597
Division  Insurance Date: L/24/94

Approved by Commissioner  Paul Fuhs
Agency:  Commerce and Economic Developrment  \ Datel 2 e

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO C JVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor’s Legislative Office

Rev 11/93
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IDITAROD TRAIL COMMUTE

P.0. Box 870800  Wasilia. AK 99687-0800

February J , 1994

Senator Steve Frank

State Capitol

Juneau AK 99801-1182

Dear Senator Frank,

As you may know, the success ofthe annual Iditarod Trail Sled Dog Race depends largely upon the
efforts ofin excess of 1,500 loyal end dedicated volunteers. Because continued volunteerism Is

considered vital to the Race, the Iditarod Trail Committee, Inc. (ITC) wishes to take this opportunity to
support CSSD 154 (L&C).

The growing concern which has been expressed from, time to time by volunteers over potential civil
liability, even as a result of well-intentioned efforts on behalfofthe Race, Is ofgenuine coacem to the
ITC. Whiletiie personal risk of liability may not be the only reason that volunteerism in general is
declining on a nationwide basis, most believe itto be a@ primary reason.

The ITC believes that passage of CSSB 184 would help to alleviate this unfavorable trend by removing
this particular concern from the minds o fvolunteers associated with the Iditarod as well as the many
other fine organizations who benefit tremendously from important volunteer contributions.

Thank you for your consideration,

Sincerely yours for,

IhcdfeaxkJ TralLCtnmiiiltg.chic,

stan Hoolcy
Executive Director

cc: ITC Board of Directors
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